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n 1993 the United States embraced a Strat-
egy for Sustainable Development mn the
bilateral development assistance program
managed by the US Agency for Interna-
tional Development (USAID) This strategy
includes promoung broad-based economic
growth, strengthening democracies, stabilizing
world population, protectung human health,
building human capacity, and protectung the
world’s environment
This book presents data and graphs that,
for the first ume, make clear the degree to
which countries have moved forward on a vari-
ety of matters essential to meeting their people’s
needs For 108 developing countries, data on
forty-three variables have been carefully selected
and categorized 1nto six dimensions of develop-
ment reflecting USAID’s sustainable develop-
ment strategy economuc performance, compet-
itiveness, education, health and population, the
environment, and democracy and freedom In
order to achieve parity with the countries 1n the
Organization for Economic Cooperation and
Development (OECD), the only sustainable
pattern of development in the long run, in my
belief, 1s one that 1s balanced, progressing along
all these dimensions simultaneously
The evidence presented 1n this book illus-

Foreword

trates how countries are moving toward inte-
grated development The development web dia-
grams, composed of scores on each of the six
dimenstons of development, reveal some very
interesting conclusions For me, the essenual
message 1s that successful development 1s bal-
anced development Some countries, usually the
poorer countries, do well on democracy and the
environment but score extremely low on educa-
tion, health, competitiveness, and economic
performance Other countries, such as the East
Asian economues that have been impressively
dynamic 1n recent decades, do well on eco-
nomic performance, competitiveness, educa-
tion, and health but have lower performances
on the environment and democracy

This 1s why USAID 1s making investments
n economic growth, education, population and
health, democratic governance, and the environ-
ment We know that development abroad will
not be sustainable unless it 1s balanced and that
our investments are effective only when we take
an integrated approach to development

J Brian Atwood
Admunistrator
US Agency for Internatonal Development

Foreword




ith thus study,, the US Agency for
International Development (USAID)
presents, for the first time, data
measuring the balance between
economic, social, political, and environmental
elements 1n developing countries These data
provide insight and evidence on the develop-
ment process and dluminate effecuve
approaches to development The web concept
both graphically illustrates how balanced is each
country’s evolution and provides a tool for
actors 1n the development process to engage 1n
dialogue about future development efforts
based on this integrated perspective
USAID has sponsored the benchmarking
analysis 1n order that 1t will be made widely
available to policymakers and researchers who
are advancing the development effort This not
only reflects USAID’s commitment to an inte-
grated sustainable development strategy, but
will contribute to more extensive international
cooperation between all the bilateral donor
agencies of the advanced industrial countries
and many of multilateral development institu-
tons, such as the World Bank and the United
Nations Development Program

Preface

The sustamnable development strategy of
USAID 1s murrored 1n a vision statement by the
heads of all industrial country development assis-
tance programs, utled Shaping the 21s¢t Century
The Contribution of Development Cooperation
The six goals embodied n this statement are
reducing poverty, providing umversal primary
education, fostering gender equality, lessening
infant and child mortality, providing access to
reproductive health services, reversing environ-
mental deterioration, and fostering democracy,
human rights, and the rule of law These targets
were agreed to by all countries (both developed
and developing) at recent United Nations sum-
muts in Rio de Janeiro, Cairo, Copenhagen, and
Beying They provide a common framework for
the international community as a whole to
advance sustainable development These targets
can only be met by the kind of balanced devel-
opment effort represented by the six-dimen-
sional webs discussed below

Colin | Bradford Jr
Chuef Economust
US Agency for International Development
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Chapter 1

A NEW FOCUS ON DEVELOPMENT

ow does one measure development per-

formance? As nations, their economues,

and the lot of their people change over

ttme, how can one gauge standards of
living, whether according to an absolute stan-
dard or relative to other countries® Is develop-
ment a level of affluence or a sustained rate of
growth? Should one focus on per capita income
or output’ And what about purchasing-power
parity (PPP)* Perhaps development perfor-
mance should encompass direct measures of
well-being, such as health and education What
about the importance of a clean environment or
a participatory political system? How does one
appraise successes, shortfalls, or needs in the
realm of development?

These questions have vexed national lead-
ers, international donor agenctes, and develop-
ment practitioners for decades They aim at the
core of the development process, for they seek
to define 1ts actual goal (or goals) One must be
able to measure achievements in order to design
and implement development strategies, poli-
cies, and programs effectively But despite the
critical importance of measuring performance,
no definitive method has emerged The issue
has been subject to ongoing controversy and
debate, both within the scholarly community
and among pracutioners “on the ground ” In a
sense, no generally accepted answer 1s possible,

due to the philosophical dimensions of the
problem It 1s like asking how to measure ful-
fillment or happiness

The difficulty of explaining progress 1n
development has not deterred efforts to do so
Most have defined development 1n economic
terms In fact, such efforts date back to the very
ongins of economic discourse Adam Smuth
applied himself to explaining the “nature and
causes of the wealth of nations ” Joseph Schum-
peter developed a “theory of economic develop-
ment” 1n 1912 Colin Clark spoke of the “con-
ditions of economic progress” In the early
1950s, these lines of thought culminated 1n
development being interpreted at the national
level as economic growth, or more specifically,
increase in output—gross national product
(GNP) or gross domestic product (GDP) For
those 1nterested 1n the welfare of the popula-
tion, the appropriate measure of progress was
increase 1n output per capita, which encom-
passes the average amount of goods and services
that are theoretically available for each person
to consume

The microeconomic principle of “opti-
mization” 1mphcitly accepts that increasing
income can raise welfare, as the relaxation of the
budget constraint allows the “utility curve” to
expand Nonetheless, 1n theory development
economists do not assert that economic growth

A New Focus on Development
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1s by definition good, or that growth makes
people better off or happier It 1s quite possible
that people living fifty or a hundred years ago
were, on average, happter than people in the
1990s In pracuice, however, an almost univer-
sal consensus has been forged around the
notion that the accumulation of material
wealth 1s preferable to the lack thereof Wealth
and 1ncome provide for food, shelter, educa-
tion, health care, and other goods and services
that contribute to material well-being Under
the right distributional circumstances, higher
levels of income allow for the reduction or even
elimination of poverty

It 1s not surprising that the overall theory of
economic development has been framed in
terms of output or income Fundamentally,
countries are defined as “developed” or “devel-
oping” by their relative per capita outputs or
incomes From this static underpinning, devel-
opment progress 1s logically defined as growth
in output or income Due to difficulties 1n mea-
suring income, the standard practice has to use
output

Once growth became the centerpiece of
thinking on development, scholars began to
define progress in various ways, but always
related to growth One result was the emergence
of “economic growth theory” In the 1950s and
1960s, neoclassical economusts, such as James
Meade, Robert Solow, and Sir John Hicks,
stressed the growth of output capacity, in partic-
ular, the accumulation of capital stock Walt Ros-
tow defined success as industrial take-off The-
ortes and measures were not limited to
economics Princeton sociologist Marion Levy
measured development as the increasing ratio of
inanimate to animate energy Sumply stated, his

theory holds that the greater the use of combus-
tion and electrical machinery (inanimate energy)
as opposed to human and animal labor (animate
energy), the higher the level of development

With all of these concepts and explana-
tions, GDP growth remains the ultmate mea-
sure—and goal—of development However, 1n
recent years two separate but related lines of
thought have been pursued to improve the con-
cept of development progress The first focuses
on enhancing the concept of per capita GDP,
and the second introduces social indicators into
the debate

Per capita GDP measures the average out-
put per person of a given country It 1s calcu-
lated by dividing total national output by the
country’s total population While 1t represents a
reasonable estimate of economic well-being, 1t
has two drawbacks Furst, 1t does not take into
consideration distributional characterisucs A
nation with a highly skewed pattern of income
distribution—a small share of rich families con-
trolling the majority of income and the major-
ity of poor families left with little income—is
not the same, in welfare terms, as a naton
where income 15 distributed relatively evenly
This problem has led to efforts to supplement
per capita GDP figures with distributional
measures such as Gini coefficients

Another concern stems from the fact that
for the sake of comparability, national per
capita GDP staustics are usually reported 1n
US dollars The common reporting and pre-
sentatton of exchange rates 1n economics and
financial publications typically do not take into
consideration differences 1n local costs for
needed goods and services For example, a
country with low per capita GDP figures might
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have basic costs that are lower (1n dollar terms)
than other countries, so that effective purchas-
ing power in that nation would be higher than
the per capita GDP staustic indicates To cor-
rect for this problem, the United Nation’s (UN)
International Comparison Programme has
developed a purchasing power parity measure,
based on national price surveys, to adjust per
capita statistics These PPP estumates better
reflect the actual purchasing power of varying
income levels

The second drawback of output and
income statistics 1s more fundamental As eco-
nomic measures, they do not take soctal indica-
tors 1nto consideration A nation’s or an indi-
vidual’s output or income s an wnput rather
than an output Except for those who prize high
incomes or the accumulation of wealth as ends
in themselves, income 1s a2 means to purchase
consumption goods and provide security
Income 1s not necessarily a true measure of
well-being It 1s how that income 1s spent that
determines well-being One can take the
extreme example of a nation at war, where mul-
ttary production and activities often raise out-
put and the national income level, but 1ts citi-
zens do not necessarily enjoy higher levels of
well-being

The first major effort to put forward social
indicators as yardsticks for development was the
Physical Quality of Life Index (PQLI) devel-
oped by the Overseas Development Council !
This index reflects the shift in emphasis of
development strategies toward addressing basic
human needs, especially the needs of the poor,
in the 1970s The PQLI measures the level of

1See Morns (1979) Grant (1978)

physical well-being at a given time on a scale of
0 (the most unfavorable performance 1n 1950)
to 100 (the best performance expected 1n the
year 2000) The index consists of three compo-
nents—life expectancy at age one, infant mor-
tality, and literacy—weighted equally to pro-
vide a single national score A major advantage
of the PQLI 1s that data on the three variables
are widely available In addition, the index mea-
sures results rather than inputs

The three variables in the PQLI were
selected because they reflect and embody
important aspects of human progress For
example, life expectancy can be a good 1ndica-
tor for the sum effects of nutrition, income,
public health, and the general environment
Similarly, infant mortality captures the avail-
ability of clean water, the health of mothers,
and home environment Literacy rates can
denote the current or future ability of poor
groups to share the benefits of economic
growth, and can also provide a good indication
of the position of women in society

While the PQLI appraises levels of social
well-being, rates of change and progress toward
meeting basic human needs are calculated in a
companton indicator, the Disparity Reduction
Rate (DRR) 2 This 1s defined as the rate at
which the disparity or gap, between a country’s
level of performance on any social indicator and
the best performance expected 1n any country
in the year 2000 s being closed The DRR can
thus be used to compare progress over time

The PQLI and DRR have provided a num-
ber of important inferences to development
practiioners The PQLI shows, for example,

2See Morris (1979) Grant (1978)
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that countries could demonstrate better (or
worse) performance in social well-being than
would normally be expected at given levels of
per capita GNP China, Sr1 Lanka, and Cuba
scored much higher than other countries at
stmilar income levels, whereas Iran and Kuwait
scored lower than their cohorts The DRR rate
of progress shows that economic and soctal
progress are not necessarily linked Both Taiwan
and Sr1 Lanka were unusually successful at
improving soctal performance, but Tarwan’s
increases 1n social indicators were simultaneous
with rapid economic progress, whereas Sri
Lanka’s improvements were attained with only
modest increases in per capita GNP

In the early 1990s the United Nations
Development Programme (UNDP) sought to
capture the most important dimensions of
human development by combining social and
economic indicators 1n 1ts Human Develop-
ment Index (HDI) 3 This index comprises three
equally weighted indicators life expectancy at
birth, reflecting the goal of a long and healthy
life, educational attainment, representing
knowledge, and GDP (in purchasing power
parity dollars), measuring the objective of a
decent standard of living The educational
attainment indicator includes two variables,
adult literacy (with a two-thirds weight) and
combined primary, secondary, and tertiary
enrollment rates (with a one-third weight)

The substantive basts for the HDI 1s to cap-
ture statisucally the basic capabilivies that peo-
ple must have to participate 1n and contribute
to soclety It gives only a snapshot of the status

3United Nations Development Programme Human Devel
apment Report (various 1ssues)

of human development and 1s not deemed to be
a comprehenstve measure However, 1t 1s possi-
ble to construct comparable HDIs over time to
monitor progress, and also to disaggregate the
HDI by geographical region, ethnic group,
income level, and gender Based on the HDI
methodology, the UNDP went on to develop a
Gender-related Development Index (GDI) to
explore how equitably basic human capabilities
are distributed between men and women

The HDI reveals that the developing world
has witnessed unprecedented improvement in
human development over the past thirty years
For example, on average life expectancy in 1995
was seventeen years longer than in 1960, and
infant mortality has been more than halved
Nevertheless, there remains substantial depriva-
tion 1n both developing and industrial coun-
tries At the national level, the HDI shows that
despite lower 1ncomes, many developing coun-
tries attain human development levels compa-
rable to those 1n industrial countries Most of
the highest scoring developing countries are
found in Latun America and the Caribbean
region (for instance, Barbados, Costa Ruca,
Belize, and Argentina) and East Asia (for exam-
ple, Hong Kong, South Korea, and Singapore)

In recent years several indexes have been
constructed for the purpose of gauging nations’
overall economic policy environments With
support from the US Agency for International
Development (USAID), SRI International has
developed a Commercial Policy Model and
Matrix to measure the extent to which nations
economic and commercial policies are “friendly”
to market forces and private sector businesses 4

4SRI International (1993)
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The model consists of thirty-six policy vartables
grouped 1n nine categories import policies,
export policies, tax policies, investment incen-
tives, foreign investment restrictions, business
start-up procedures, price and interest rate poli-
ctes, foreign exchange policies and labor policies

Data on each of the policy variables were
subjected to a scoring and weighung system to
generate scores ranging between 0 and 100 The
East Asian “ngers” and the industrial countries
scored highest The scores were then evaluated
against a set of economic performance vari-
ables The results demonstrate that countries
with more “business-friendly” commercial pol-
icy environments achieve higher growth in out-
put, per capita GDP, investment, and exports
The SRI model was applied as a policy dialogue
tool 1n several countries recerving USAID assis-
tance and proved useful in pointung out incon-
sistencies 1n commerctal policy to government
and private sector leaders

The Heritage Foundaton’s Index of Eco-
nomic Freedom scores countries on ten eco-
nomic factors trade policy, tax policy, govern-
ment consumption of economic output,
monetary policy, capital flows and foreign
investment, banking policy, wage and price
controls, property rights, regulation, and the
black market > This index 15 used to promulgate
the view that economic freedom generates
higher living standards

The Economic Freedom Index has been
developed by several scholars and a consortium
of research institutes led by the Fraser Institute
of Canada ® The U S institutional sponsor was

5Johnson and Sheehy (1996)
6Gwartney Lawson and Block (1996)

the Cato Institute This index, established as an
indicator of economic freedom across coun-
tries, contains seventeen components grouped
around four major substantive areas money
and inflation, government operations and regu-
lations, takings and discriminatory taxaton,
and restrictions on international exchange

Data on these components are assigned
weights 1n order to calculate index scores rang-
ing from 0 to 10 Countries are then graded
Hong Kong recetves an “A+,” and three coun-
tries (New Zealand, Singapore, and the United
States) earned an “A ” The ten countries that are
assigned a “B” are industnal countries, with the
exception of Malaysia At the other end of the
spectrum, twenty-seven countries are graded
“F-,” indicating that their policies and institu-
tional arrangements are inconsistent with eco-
nomic freedom in almost every area Those
scoring lowest were Somalia, Congo (formerly
Zaire), Iran, and Algeria

The three indexes described above are
based on roughly equivalent methodologies and
arrive at similar conclusions With few excep-
tions, the same group of countries fall into the
top and bottom ranks, even though the specific
variables and weights differ One of the princi-
pal benefits of these indexes 1s that they sup-
port, and 1n fact were designed for, comparative
policy analysis Previously, there were no quan-
titative methods for comparing a country’s pol-
icy framework with those of 1ts neighbors, its
competitors, or international “best practices ”
National leaders and development practiuioners
now have tools to undertake policy benchmark-
ing and prepare strategies for policy reform

In fact, economic indexes have exerted
major economic and poliical influence for
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decades It 1s important to acknowledge that so-
called economic indicators are themselves
indexes Inflation figures are 1n reality indexes,
built upon a weighted index covering a basket
of goods and services National income and
product accounts include weights and product
categories These staustics are revised periodi-
cally to incorporate new knowledge on rela-
tionships or to correct for errors Stock markets
respond vigorously to new reports on nflation,
unemployment, or growth 1n the money sup-
ply Central banks construct policy instruments
on these same 1ndexes, often leading stock mar-
kets to move in anticipation of central bank
responses to the same variables Internationally,
investors pay close attention to the “sovereign
risk ratings” assigned to individual countries by
spectalized rating institutions, such as Moody
and Standard and Poor In addition, elections
can be won or lost as a result of economic 1nd:-
cator performance

There 1s no doubt that quantitative index-
1ng, scoring, and ranking are in vogue 1n many
quarters of society Students, parents, and col-
lege adminustrators anxiously awaie US News
and World Reports annual “best colleges” 1ssue
Urban leaders applaud or wince at their cities’
rankings as “most livable” or “most expensive ”
On a more sertous plane, political analysts and
leaders use the “freedom rankings” issued by
Freedom House to assess political rights and
cvil liberties 1n different countries Those at the
top of positive lists use this information to pub-
licize their merits, and those at the botrom
increasingly base their strategic plans around
means to improve (or mask) therr rankings

The rapid growth of comparative indexes
has been spurred not only by the rising interest

1in and use of benchmarking, but also by the
increasing availability of statistical data In the
sphere of development, international organiza-
tions such as the United Nations, the World
Bank, and the International Monetary Fund are
taking seriously their role to collect, evaluate,
and publish data on an increasing range of top-
1cs, including social and environmental as well
as economic indicators

No one can claim that performance indexes
are completely objective The selection and
weighting of indicators, by definition, involve
subjective decisions In addition, some of the
raw indicators are inherently more neutral than
others Anyone familiar with data collection
procedures can point to numerous technical
flaws or subjective inputs The recent debate
over the accuracy and policy implications of the
hallowed U S Consumer Price Index provides a
good example of the controversies that can
arise On balance, though, development perfor-
mance indicators are important They provide
concrete information as to where a naton
stands 1n both absolute and relatve terms, as
well as monitoring progress and achievement
over time In a world where scarce resources are
allocated to activities designed to reach devel-
opment goals, 1t 1s essential that decisionmakers
and relevant constituencies have access to infor-
mation regarding the results of those activities

In this book we present a “development
web” model and indicators that provide a
comprehenstve picture of development perfor-
mance The model had 1ts origins in the dis-
cussions following presentations on SRIs
Commercial Policy Model As noted above,
the earlier model was designed solely to mea-
sure commercial policy frameworks, not to
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explain all aspects of development Meeting
participants, especially those from the policy-
making, development, and academic circles,
would 1nevitably ask whether other factors
could be incorporated into the model Are not
education and health standards important as
both 1nputs to and outputs of development
performance® What about the significance of
environmental standards® Is not good gover-
nance a determinant of development success®
These comments collectively articulated the
need for more comprehensive measures of
development performance Economic yard-
sticks alone are not sufficient Improved

human well-being, the central goal of develop-
ment, 1s not just a matter of material wealth
The achievement of enhanced human poten-
ttal and well-being 1s also dependent on the
attainment of better health conditions,
enriched educational standards, a decent living
environment, civil liberties, and the ability of
cttizens to have a voice 1n political decisions
that affect them Development 1s a an inte-
grated process, involving numerous variables
and producing comprehensive results Accord-
ingly, the development web model was created
to provide reasonable measures of perfor-
mance 1n these important areas

A New Focus on Development



Chapter 2

THE DEVELOPMENT WEB

homas Hobbes wrote that life 1s “poor,

nasty, brutish, and short ” It could there-

fore be said that the essenual goal of

development 1s to prove Hobbes wrong

But how can one demonstrate the achievement
of that goal?

The development web (the “web model”)

and database have been created in response to

the increasing interest expressed by the devel-
opment community for a more comprehensive
and balanced development measurement sys-
tem The model 1s designed to cover not only
traditional 1indicators of economic develop-
ment, but also variables capturing new factors
that have emerged as important inputs to and
outputs of the development process

CONCEPTUAL PREMISE

A review of the state of the art of economic
development methodology shows that many
cities, regions, and states in industrialized coun-
tries increasingly base their economic develop-
ment strategies on indicators such as compet-
uve strengths and weaknesses, quality-of-life
measurements, and economic foundations In
the private sector, corporations often rely on
indicators such as customer sausfaction, on-
ume delivery or arrival, cost competitiveness,
market share, and just-in-ume 1nventory con-
trol to guide therr strategic planning

The combination of innovative information
technologies and the need for comparative analy-
sts has led more and more organizations, both
public and private, to produce and utilize new
indicators of performance In the emerging
information age, new forms of objective, quanu-

tative indicators 1ncreasingly are being developed
and applied, such as strategic inputs, best prac-
tice and competttiveness benchmarking, man-
agement tools, progress monitoring systems, and
strategy modification decistonmaking

Many of these planning and evaluation
tools and management techniques can supple-
ment and enrich conventional methodologies
and approaches to economic development
Analytical tools can help to meet evolving needs
among the broader development communuty to
expand the scope and definiion of economic
development In recent years an emphasis on
comprehensive development strategies has
emerged economic growth should be broad
based, sustainable, environmentally sound, and
participatory Appropriate indicators are needed
to monitor progress in these areas

The Development Web
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OBJECTIVES AND CHARACTERISTICS

Traditional measures of progress, which
emphasize income and growth, are now consid-
ered too narrow The international community
1s becoming increasingly concerned with
encouraging development that improves the liv-
ing standards and quality of life of nauons’
entire populations The web model has been
created as a measurement system that allows
multidimensional analysis of development sta-
tus and progress by leaders of developtng coun-
tries and development practitioners

The five objecuves of the web model are as
follows

e To measure development performance
across a broad range of indicators that address
different aspects of human welfare, using objec-
tive criterta and quantitative indicators

e To evaluate national and regional perfor-
mance and benchmark nations aganst best
practices in the region, within income group-
ings or worldwide

® To provide a management tool for identify-

ing and assessing priorittes for national and
donor development programs

e To monitor progress over time and adjust
intuatives to meet changing circumstances

® To establish a framework for examining
relationships among important but different
aspects of development

To meet these objectives, the development web
has several key charactenstics It 1s muludimen-
stonal in scope, providing systematic indicators
across a wide range of soctoeconomic and standard
of living variables The variables assessed can all be
measured using objecuve data sources The system
generates scores or ndexes, so that countries can be
benchmarked against each other The resulung
analysis will facilitate the evaluation of development
priorities based on competitor, regional, or world-
wide benchmarking, as well as assessments of the
balance achieved among the various aspects of
development And the system enables national pol-
icymakers and development practinoners to mont-
tor the progress of key variables over time

LIMITATIONS

Although different aspects of development
(for example, economic growth, education,
health) tend to track one another, correlations
observed between development 1ndicators
should not be interpreted as simple causal rela-
tionships As will be discussed 1n the next sec-
uon relationships among development vari-
ables are complex There 1s little consensus
among economists and development practi-
tioners on absolute causal relationships or the

extent to which one indicator may affect
another

The development web 1s a muludimen-
stonal measurement system and, as such, 1s
most appropriate for purposes of measure-
ment comparison and benchmarking It 1s
not designed as a regression model to explain
causal relationships between different aspects
of development Nor 15 it intended to predict
in which direction one indicator would go

The Development Web



based on the achievement 1n another variable
or vector For example, one should not use the
web model to predict infant mortality rates
ustng economic growth indicators or to explamn
economic competittveness with education
achievement In fact, as will be demonstrated

in later sections, countries at ssmular levels of
economic development can differ tremen-
dously 1n other aspects of human welfare Thus
the web model will be most useful if 1t 1s
applied as a measurement tool rather than a
predictive model
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Chapter 3

RESEARCH BACKGROUND FOR
MODEL DEVELOPMENT

orldwide development experience
clearly demonstrates that economic
growth and per caprta income
alone do not capture all dimen-
stons of human well-being As can be seen 1n
the United Nations Development Programme’s
“development diamond,” countries with similar
levels of income may differ vastly on other
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human development indicators The chart
below shows that Sri Lanka and Pakistan have
essentially the same per capita GDP, about U S
$500 However, Sr1 Lanka has achieved much
better social performance, at least in the areas of
literacy, infant mortality, and life expectancy
To be sure, people 1n countries with high
levels of income and rapid growth can afford
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higher standards of education and health care
However, the extent to which some countries
differ 1n various aspects of development despite
stmilar levels of income underscores the impor-
tance of measuring those achievements 1n addi-
tion to standard economic indicators

Six categories of indicators have been
included 1n the web model

® cconomic performance

e compettiveness foundations
o health

® education

® environment

.

democracy and freedom

These development categories, or “vectors,”
were 1denufied through extensive literature
review and consultations with development
practitioners By definition, a vector has magni-
tude and direction and can therefore be repre-
sented by a line segment These characteristics
make the term preferable to the less speaific
“category” or “area” for use 1n the web model

The web model vectors are generally
accepted as key areas for achieving balanced
development, from the perspective of overall
human well-being Bilateral and mululateral
donors support active programs in each of
these areas While the web model s not
designed to serve as an evaluation tool or a
regression model, 1t nonetheless does support
the fundamental composition of many donor
programs and provides evidence of the progress
achieved 1n each of these important categories

Some correlations may be observed among
the variables and varable categories Nations
with the political will and resources needed to
invest 1n theirr future often make significant
headway 1n many or all of the categories Fur-
thermore, success breeds success economic
growth leads to improvement 1n health, educa-
tion, and competitiveness, which, in turn, stim-
ulates further growth through a series of feed-
back loops The key theoreucal relauonships
between the different vectors 1n the web model
are discussed below

ECONOMIC PERFORMANCE

The attainment of economic outcomes has
traditionally been the core objecuive of (eco-
nomic) development initiatives, as discussed
above Only in recent years have social, poliu-
cal, or environmental goals have been intro-
duced Material well-being 1s certainly impor-
tant, so economic performance 1s one of the six
development vectors in the development web

The summary score for this vector mea-
sures overall achievement 1n areas such as eco-
nomic growth, per capita income, financial

markets development, investment growth, and
external trade and finance These are the con-
ventional 1ndicators of economic performance
used by national policymakers and develop-
ment practitioners While economic achieve-
ment alone 1s not representative of a country’s
development achievements, 1t 1s through eco-
nomic expansion and msing incomes that a
country can ulumately afford increasing stan-
dards of living and better public services for 1ts
citizens

Research Background for Model Development



COMPETITIVENESS FOUNDATIONS

Economusts and management consultants
place competitiveness within, sometimes at the
top of, the pantheon of desirable traits for firms
and nations alike Notwithstanding its critical
importance, competitiveness 1s an mnput, rather
than an ulumate output or goal, of the eco-
nomic process Competitiveness 1s a means to
achieve growth, even though 1t 1s also the result
of policy and market factors This vector 1s thus
different from the others mn the development
web, which consutute outputs or results Its
inclusion 1s based on the crucial impacts 1ts
components exert on both economic and social
goals

Compettiveness foundations, for the pur-
poses of this analysis, are the set of macroeco-
nomic, policy, and infrastructure variables that
determine an economy’s long-term dynamic
competitiveness Economusts acknowledge the
critical influence of government policies on
economic efficiency and growth Indeed, the
modern discipline of economics was founded
on the works of Adam Smith and Dawvid
Rucardo, who argued for the elimination of pro-
tectionist trade policies because they create 1nef-
ficiencies and welfare losses The dominant pol-
icy focus worldwide in the post—World War II
period has been on economic stabilizauon In
recent years a growing volume of economuics lit-
erature has been devoted to the influence of
economic and commercial policies on the
growth prospects of developing countries

Vartous aspects of competitiveness have
been explored and measured by research think
tanks, multlateral banks, and academic institu-
vons Economuists argue that competitiveness
foundations are correlated positvely with eco-

nomic growth FEconomic theory states that
firms will organize their operauons to take
advantage of cost savings to the extent that the
cost-benefit analysis indicates 1t 1s profitable to
do so Thus large firms with operations around
the world will select sites with the most hos-
pttable economic environments for their busi-
nesses, where profitability can be maximized
Small purely domestic firms also make iniual
profitability calculations, so that the growth
rate of small businesses and entreprencurship is
also affected by the competiuveness founda-
tions However, low costs 1n and of themselves
are not sufficient to attract investment, erther
foreign or domestic, firms calculate both the
costs and the benefits of doing business For
example, excessive regulations, even 1n low-cost
locations, stymie business growth rates and
hence economic growth rates

Economic theory expects government
choices to matter and to have real impacts on
the economy Alan Blinder writes, “For more
than two centuries, economists have steadfastly
promoted free trade among nations as the best
trade policy ! Trade theorists argue that open
economies will outperform closed economuies,
as they take advantage of gains from trading
Nations are endowed with widely varying levels
of foundational attributes, such as quantity of
labor, natural resources, and climate However,
as economust Robert Z Lawrence observes,
“The critical 1ssue for each economy 1s whether
1t 1s making the best use of 1ts resources

It 1s critical to note that such resources not

1Blinder (1993}
2Lawrence (1993)
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only occur naturally but include the ability and
will to buld compettiveness foundations as
well This 1s often referred to as dynamic com-
petitiveness The newly industrializing nations
of East Asia, 1n particular, have demonstrated
that competitiveness can indeed be “created,” as
they have built up attributes such as limited
regulation, incentives for investment, entrepre-
neurship, and 1nnovation, active trade promo-
tion, access to finance, and commutment to
education ® They have paired their enhanced
competitiveness foundations with abundant
and competitively priced domestic labor to nur-
ture development booms, whether in geograph-
ically limited areas such as export-processing
zones or nattonwide In sum, 1t 1s apparent that
“correct government policies can permanently
raise growth rates 4

Based on both theory and extensive practi-
cal experience, economusts and practitioners are
forming an increasing consensus on the eco-
nomuc polictes that stumulate growth, in devel-
oped and industrial economies alike Among
these are policies 1n the areas of finance, trade,
investment, business regulation, exchange rates,
trade, and fiscal discipline To the extent feast-
ble, policy variables that cover these areas are
included 1n the development web

Competitive economies require a stable
and sound macroeconomic foundation that 1s
conducive to productive and nnovative eco-
nomic actvity For example, excessive govern-
ment spending historically has led to govern-
ment budget deficits, which often result in

3See World Bank (1993a)
4 Economic Growth The Poor and the Rich  Economust
May 25 1996 p 25

inflation, crowding out private investment and
thus limiting capital formation and increases 1n
productive capacity Moreover, inflation can
contribute to currency overvaluation, which
also impairs the country’s compettiveness The
web model seeks to gauge these competitve fac-
tors by including variables that indicate govern-
ment budget discipline, monetary manage-
ment, foreign exchange compeutveness, and
the confidence of the private sector 1n a coun-
try’s macroeconomic conditions (as evidenced
by country bond ratings from objective sources,
for example)

Competitiveness also depends on the
degree to which an economy 1s integrated with
global markets International flows of capital,
goods, and services encourage efficiency in the
domestic economy by shifting resources to
those sectors 1n which the country 1s most com-
peuttve The relauve size of the export sector
and the amount of foreign direct investment are
regarded as two of the better indicators of eco-
nomic openness as well as of direct interna-
uional competitiveness

Another element of competitiveness is
investment, both 1n the infrastructure necessary
to support business and n research and devel-
opment (R&D), which increases the productiv-
ity of national economies The competitiveness
foundations vector weighs these important con-
siderations through several infrastructure 1ndi-
cators and the percentage of a country’s popula-
ton that 1s involved n R&D The vector also
includes the amount of national savings avail-
able to finance investment

For brevity, the competitiveness founda-
tions vector 1s referred to as Competitiveness 1n
the web model

Research Background for Model Development



HEALTH

The health of their citizens 1s of premier
importance to governments worldwide Access
to a munimum level of health care 1s regarded as
a basic nght in many countries, and many
nations are striving for universal or near-univer-
sal coverage However, health care 1s but one
determinant of health “Health depends on
four groups of factors Income, lifestyle, envi-
ronmental pollution and occupational risks,
and the quality of available health care Of
these, income and lifestyle are by far the most
important * Even government pricing policies
are relevant, for example, food pricing policies
affect access to food

Beyond its inherent benefits, health also
contributes to economic growth Access to
health care lowers maternal, infant, and chidd
mortality rates, thus contributing to growth 1n
the size of the labor force ¢ Lower morbidity
rates 1n childhood could contribute to better
school attendance and achievement Reducing
malnutrition “can increase labor productvity
by umproving mental and physical capacity
Weight for height (a measure of long-term
nutritional status) and height alone (a proxy for
childhood nutrition) are both closely associated
with greater adult output per worker ™7 Better
health standards in the work force translate into
lower absenteeism and higher productivity

Like many other social variables i this
complex world, health can have muluple effects
on economic growth rates, there are many links
between a nations health status, its level of

5Barr (1996 p 26)
SLavy and others (1995)
7World Bank (1995¢ p 36)

poverty, and 1ts rate of economic growth & For
example, there 1s a common perception within
the development community that declines 1n
birthrates tend to lag declines 1n death rates by
approximately a decade, as famuly sizes adjust to
take into account lower infant and child mor-
tality rates and increased economic opportuni-
ties for women Thus enhanced health care may
actually lead to a period of declining per capita
income as the population surges

Research and experience also point to a
feedback loop higher living standards lead to
increased expenditure on health care and more
positive health outcomes® In addition, the
health care sector can become an important
generator of demand and economic growth,
creating jobs and revenues In sum, high
income levels and economic growth can be
associated with lower mortality and morbidicy
rates and longer life expectancy

While life expectancy at birth 1s the most
widely used measure of national health, health
policy experts also look at other factors with
large effects on national health and economic
welfare These areas of concern include mater-
nal mortality and health, child health and sur-
vival, the reduction of unintended pregnancies
and population growth, and the containment
of epidemics such as acquired immune defi-
ciency syndrome (AIDS)

Experts agree that the provision of primary
care to prevent maternal and child mortality
can have the largest impact on overall national
health, as these are parucularly vulnerable

8Demery and others (1993) World Bank (1993b)
Binswanger and Landell Malls (1995)
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groups 1n the population The most widely used
indicators of maternal health include the mater-
nal mortality ratio and the percentage of births
attended by trained health professionals Child
mortality can best be gauged by looking at mor-
tality rates for infants and for children under
five years old as well as at immunization rates
among young children

Reducing the number of unintended preg-
nancies has proved to be among the most effec-
tive ways of improving both maternal and child
health According to the World Bank, in some
countries 25 to 40 percent of maternal deaths
would be prevented if there were no umn-

tended pregnancies 1% The web model uses sev-
eral indicators as proxies for success in reducing
unintended pregnancies, including total fertl-
ity rates and the rate of contraceptive use
among women

The web model attempts to capture the
prevalence of AIDS among adults by using the
estimated rate of increase in infections by
human immunodeficiency virus (HIV) Ths
indicator 1s so important because the AIDS epi-
demic 1s raising mortality rates among adults
and children 1n many parts of the world and
dramatically increasing the burdens of health
care

EDUCATION

Both theory and practice suggest that
investing 1n young children, 1n terms of educa-
tion as well as health, “can help break the
vicious intergenerational cycle of poverty in the
developing world ”!! The value of education to
the pursuit of human well-being 1s 1ndis-
putable Good access to high-quality basic edu-
cation 1increases social mobility, equips people
with the tools to acquure skills and means of
livelihood, and fosters self-reliance It also raises
individuals’ capacity to participate more effec-
tvely in avic and political affairs

Researchers consistently find that educa-
tion increases knowledge and critical thinking,
contributing to greater productvity and greater
earning power 2 The benefits of education

10%orld Bank (1993b p 83)
"Young (1996 p vu)
12%/orld Bank (1995¢)

include greater productivity, higher rates of
innovation, faster wage growth, and higher sav-
ing rates, all of which sumulate economic
growth and development The World Bank
states that “educational attainment 1s the single
most mportant predictor of individual labor
incomes '3 Surveys in the United States indi-
cate that the most important determinant of
income differentials between individuals 1s their
respective levels of education

Work force development 1s a critical 1ssue
in all economies today 4 Since technological
advances have made 1t possible to transmit large
sums of money across the world 1n seconds elec-
tronically, transport inputs cost-effecuvely by
land, air and sea and share product develop-
ment and manufacturing designs among com-

World Bank (1995¢ p 41)
HReich (1992)
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puters located around the world, increasingly
the only truly immobule factor of production 1s
labor While labor does move as a result of
mugration and does shuft as a result of demo-
graphics, change 1s much slower than for other
factor puts Ths relative immobility of labor
places a premium on education

Proof of the critical importance of invest-
ment 1n human capital can be found in the
fast-growing East Asian economies 13 Accord-
ing to the World Bank, two-thirds of the
growth 1n eght “high-performing Asian
economies can be attributed to high rates of
investment combined with high and rnising
endowments of human capital due to universal
primary and secondary education "¢ The
experience of these economies suggests that
growth and productivity are most closely
related to the level of primary education, fol-
lowed by secondary and tertiary education

Therefore these indicators are included 1n the
education vector

Education 1s intricately related to health
outcomes as well Higher levels of education
lead to improved health, because of increased
knowledge about the health impact of Iifestyle
decisions, greater earning power, which facili-
tates access to health care, and greater economic
opportunity for women, which leads to lower
levels of mortality and morbidity among infants
and children 17

Among the most widely used measures of
education are enrollment and completion rates
at the primary, secondary, and tertiary levels,
and repeater rates as a percentage of enrollment,
where available In addition, the adult literacy
rate 1s commonly used as an “outcome” indica-
tor of the overall education level of a country
These indicators are included 1n the education
vector of the development web

ENVIRONMENT

Worldwide concern has risen 1n recent years
over the adverse effects of environmental degrada-
uon on sustanable economic development In
particular, the 1992 Earth Summit in Rio de
Janeiro placed environmental issues at the fore-
front of the development agenda It has become
clear to economuc theonsts and pracutioners, as
well as to the public, that the unfetrered pursuit of
economic growth at the price of environmental
despoliation does not serve the long-term 1nterest
of navons Environmental contamination and the

15 Economic Growth The Poor and the Rich  Economast
May 25 1996 p 24

depletion of resources reduce the quality of life,
pose health risks, and may lower economic growth
rates in the long term They also reduce the intrin-
sic value of the environment

Economusts classify environmental prob-
lems 1in developing countries 1n one of two cat-
egories (1) destruction of the natural land and
marine resource base through deforestation, soil
erosion, deserufication, and other overexploita-
tive activities, or (2) environmental degradation
arising from industrialization and urbanizanon,

16\World Bank (19932 p 8)
7Pyt (1995)
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including severe air pollunon from uncon-
trolled industrial and vehicular emussions, 1nad-
equate industrial and municipal wastewater
treatment facilies, and lack of appropriate dis-
posal, treatment, and storage systems for solid
and hazardous wastes Destruction of the nat-
ural resources base reduces the endowment of
assets that can support economic growth in the
future and increases their cost, thus potentially
lowering a nation’s growth path Environmental
degradation reduces the quality of life, which
can spur emugration and cause serious health
problems Those problems may, 1n turn, lower
productivity and increase worker absenteeism,
reducing economic growth Environmental
degradation will also likely have a negative
impact on the tournism industry, a large growth-
driving sector for many countries

The World Bank states that “some [environ-
mental] problems are associated with the lack of
economic development 1nadequate sanitation
and clean water, indoor air pollution from bio-
mass burning, and many types of land degrada-
uon 1n developing countries have poverty as their
root cause  But many other problems are exac-
erbated by the growth of economic actvity 18
Thus one can expect to see environmental prob-
lems associated with countries at both ends of the
developmental scale Some environmental prob-
lems 1mprove with growth, others worsen, and
sull others first worsen and then improve For
example, access to safe water increases with eco-
nomic growth, but municipal wastes per capita
nse, and urban concentrations of sulfur dioxide
tend 1nitially to rise with growth before they fall 1

18%orld Bank (1992 p 7)
YWorld Bank (1992 p 11)

Some nations seek to boost economic
growth through lax environmental regulation
Theory argues that this policy 1s shortsighted,
as 1t will lead to long-term health problems, ris-
ing costs, and inappropriate allocation of
resources According to the World Bank, envi-
ronmental priority areas include providing
access to safe water, reducing air pollution and
solid waste, protecting agricultural land, forests,
and natural habitats, and safeguarding the
earth’s atmosphere

The state of a country’s water supply 1s cru-
cial, not only because many diseases spread
through contaminated water but also because of
the impact of pollutants on fisheries and 1rr1-
gated land Aur pollution and solid waste accu-
mulation, which can also have serious impacts
on the health and producuvity of a population,
depend on exogenous factors such as geography
as well as on controllable practices such as pro-
duction restricuions and treatment require-
ments The degradation of land and habitats
reduces the natural resource base of a country
and can have serious negative impacts on 1ts tra-
ditional economic sectors Deforestation, for
instance, can destroy timber resources, lead to
so1l degradation, affect rain cycles, and lead to
the loss of plant and animal species Through
vertical linkages within the economy as a
whole, the depletion of a nations natural
resource base may ulumately reduce its com-
parative advantage 1n both traditional and non-
traditional sectors

Research on the environmental aspects of
development conunually stresses the impor-
tance of appropriate policy responses from
countries at all levels of development Unfortu-
nately, there 1s a dearth of reliable informaton
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on the adequacy and effectiveness of environ-
mental law enforcement across nations For
example, very limited cross-country data are
available, especially for the developing world,
measuring the extent to which pollution abate-
ment lessens the environmental impact of
urbanization and industrialization Despite
data limitations, sound environmental manage-
ment 1s such an ntegral part of development

progress that an environmental vector 1s
included in the development web Proxy vari-
ables to gauge environmental conditions
include both mput indicators, such as the num-
ber of nongovernmental environmental organi-
zations registered, and output indicators, such
as access to safe water and rates of carbon diox-
1de emussion per capita

DEMOCRACY AND FREEDOM

Many development practitioners view
democracy, governance, and social equity as
important contributors to and outcomes of the
developmental process While the relationship
between economic growth and democracy and
freedom has been the subject of 1ntense debate
for decades, most would agree that basic human
rights lie at the core of the ability to seek hap-
piness and improve well-being Therefore the
guarantee and protection of those rights should
be regarded as an important development
objective 1n tself, and democracy and freedom
are represented by a vector in the development
web

Development theory suggests that democ-
racy has several causal effects on economic
growth Some researchers argue that well-devel-
oped participatory democratic pluralism s
important to economic growth They point to
some of the worlds greatest economic pow-
ers—the United States, western Europe, and
Japan—to illustrate that economuies flourish
under democracy It 1s also widely accepted that
a legal structure that clearly defines property
nights and enforces contracts provides the foun-

dation for a market system conducive to
growth

A large volume of academic literature cor-
roborates the premuse that democracy supports
economic development Max Weber (1864—
1920) argued that democracy 1s a necessary
condition for economic advance In a 1988
quantitative study of the determinants of devel-
opment, Milton Friedman found that increases
in cvil liberties are associated with higher per
capita GNP and lower infant mortalicy 2 He
emphasized that “correlation 15 no causation
and postulated that high income both leads to
and 1s the result of a higher level of civil rights
And 1n a study covering 104 countries, Venteris
and Gupta note that the sociopolitical environ-
ment 1s a cructal determinant of development
They conclude that “development requures sus-
tained economic growth, changes in the
soctopolitical environment, as well as flexibilicy
n the msututional scructure *! Therr findings
suggest that development donors should focus

20Friedman (1988)
2Wenieris and Gupta (1982-83 p 727)
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on promoting economic growth and also on
providing assistance to ensure that the mstitu-
tional and political environments necessary for
growth are 1n place

Perhaps not surprisingly, other scholars take
a contrary posttion Pomnung primanly to the
East Asian economic development experience,
as well as to some examples in Latin America,
they suggest that a strong centralized, even
authoritarian, government 1s better able to guide
a country to rapid economic growth For exam-
ple, Vaman Rao argues that democracies do not
respond quickly enough to the immediate
demands placed on the political system by citi-
zens impatient to raise their standards of liv-
ing *2 Indeed, political scienusts have long
asserted that economic growth can be politically
destabilizing For example, certain measures
required to place an economy on a growth path
are painful to groups that were formerly
favored—recipients of subsidized products,
monopolistic producers of goods protected by
import barriers, or government managers and
labor forces 1n 1nefficient state-owned enter-
prises These groups might block reforms, 1niti-
ate cwvil unrest, or collaborate with the military
to overthrow the government Under these cir-
cumstances, 1t 1s argued, participatory democra-
cles are unable to implement and maintain nec-
essary policy reforms One school of political
scientists also speculates that rapid economic
growth may allow undemocratic governments
to postpone democratic reforms, as they can pla-
cate thetr ciuzens with nising living standards

A third potential linkage between democ-
racy and economic growth mvolves a positive

22Rao (1984-85 p 67)

feedback loop As their economies grow, nations
enter global markets and their ciizens exper-
ence economic freedoms, creating pressures for
greater democracy Countries that embark on
the path toward a larger role for the private sec-
tor often experience rising demands for con-
comutant soctetal and political openness The
recent democratization of Taiwan and South
Korea demonstrate that rising living standards
and prosperity can empower an expanding mid-
dle class to demand increased political participa-
tion Since both these countries have been
guided toward a high growth path by largely
authoritarian regimes, they are viewed by theo-
nists and researchers as case studies of the
sequencing of the development process

In general, contemporary political scien-
tists see economic development and political
systems as interacting variables But many rela-
uonships, both positive and negative, exist
between economic and political factors Daffer-
ent schools of thought pose cogent arguments
and showcase countries that support their own
interpretations It may be the case that each
model of governance functions best 1n 1ts own
cultural and historical context On the one
hand, progressive governments can maintain
popular support as a result of the economic
gans they orchestrate through policy reform
On the other hand, corrupt governments can
sufle reform 1n order to placate their political
constituenctes All too many government lead-
ers have pointed to unpopular (even if neces-
sary) economic policies as the cause of therr

downfall

Fundamentally, however, what 1s most
important 1n terms of human development 1s
the improvement of political as well as eco-
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nomic conditions Individuals living 1n material
wealth but also 1n politically repressed societies
are not achieving true fulfillment The same
holds for the politically free but economically
deprived

Quantfying freedom and democracy 1s
extremely difficult, if not impossible Among
the Western liberal democracies, the exercise of

poliical rights and cvil liberties 1s often
regarded as central to a free and democrauc
soctety Political rights and civil liberties world-
wide have been surveyed and “scored” annually
by Freedom House in its Comparative Survey
of Freedom The Freedom House scores are
used as the key indicators in the democracy and
freedom vector within the development web
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Chapter 4

METHODOLOGY AND
COUNTRY RATING SYSTEM

he name of the development web 1s based

on the premuse that the development
progress of a country or region can be
plotted on a hexagonal web Each of the

stx axes on the web represents a different cluster,
or vector, of development indicators, there 1s a
separate vector for each of economic perfor-
mance, competitiveness, education, health,
environment, and democracy and freedom (see
page 26) Progress 1n each development cluster
1s indicated on the corresponding vector on a
scale from 1 to 100, with a score of 100 repre-
senting perfect performance Thus the develop-
ment progress of each country 1s depicted 1n 1ts
own web on a muludimensional scale (See
appendix A for a summary of the vector scores )
Web scores for individual countries can be
benchmarked against regional averages, the

world average, or the scores of competitor coun-
tries to assess performance 1n each development
category (see pages 27 and 28) Inferences can
then be drawn as to whether a country 1s achiev-
ing “balanced” development or, alternatively, as
to which development areas require more atten-
tion from policymakers and the development
community In addition, observations can be
made about the development paths taken by dif-
ferent countries or groups of countries as they
make progress on each vector

As an objective measurement tool, the
development web can be utlized by policymak-
ers or donor organizations to assess a Nation’s
progress vis-a-vis 1ts neighbors or compeutors
The web can also be used to track a countrys
development progress over time, as indicated by
the expansion or contraction of the web

SELECTION OF VARIABLES

A key element 1n the model design was
the determination of the variables that consti-
tute the six vectors To the extent possible,
the variables examined were quantitative and
objectively measurable For each vector, the
following three-step process was carried out
to make the indicator selection process as
objective and rigorous as possible (the chart

on page 29 summarizes the selection process)

Step one 1s to, first, identify a “wish list” of
optuimal varables, assuming a world of perfect
data availability, then idenufy all reputable
sources of data The wish list consists of those
variables considered the most important and
meaningful for measuring the achievement 1n a
given development category

Methodology and Country Rating System
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THE DEVELOPMENT WEB

Each “vector”
represents a different %
focal area of
development progress \ M
As a nahion achieves
better performance, / \
it moves outward on %
each vector (axis)
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Step two 1s vo, first, match available data
against the wish list to develop a “working list”
of variables, then subject the available data to a
rigorous screening process using six key criteria
(1) reliability and accuracy—data must come
from reputable sources and be viewed as gener-
ally accurate, (2) acceptability—variables
should be generally accepted and commonly
used as indicators of progress by specialists 1n a
given development domain, (3) neutraliy—
vartables should be as unbiased as possible, nei-
ther favoring nor disfavoring certain groups of
countries based on their development charac-
teristics, (4) comparability—data for a given
variable must be available from a single reliable
source or from various organizations of similar
caliber, (5) extent of coverage—data for each
variable should cover a large number of coun-
tries (in several instances, meaningful variables

have been excluded because the data apply only
to a fraction of the countries considered), (G)
potential for updating over ime—since a prin-
cipal intended usage of the development web 1s
to track countries’ progress in different develop-
ment vectors over time, data produced by one-
time studies are not considered useful

Step three 1s to, first, have functional spe-
cialists review 1nitial variable selection and rec-
ommend rejection or addition of varables, then
refine and complete the list of indicators

From an imitial 115 variables considered,
48 were eventually selected to make up the six
vectors The information sources consulted, the
indicators selected, and the data sources are dis-
cussed below by vector !

'Full details of the sources mentioned below are provided 1n
the reference list at the end of the book
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INDICATOR SELECTION PROCESS FOR DEVELOPMENT WEB
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Interviews with development
speciahsis to finalize
wdicator hst

Economic Performance

The economic performance vector 1s dominated
by traditional growth indicators To arrive at the
variables for this vector, data from a number of
sources, including the World Bank, the Interna-
tional Monetary Fund (IMF), the United
Nations, the International Labor Organization
(ILO), and the International Finance Corpora-
tion, were reviewed Data for the final selection
of indicators are drawn mostly from World
Bank and IMF publications

Average annual GDP growth 1990-94
Thus 1s a traditional growth indicator that mea-
sures the rate of expansion of an economy The
1990-94 annual average provided by the World
Bank’s World Development Report 1996 offers

the most comprehensive country coverage

While the focus on 1990-94 data allows inter-
national comparison of the most recent growth
rates, to some extent 1t also biases against those
solid long-term economic performers that have
been parucularly affected by the worldwide
recesston 1n the early 1990s

Average annual GNP growth per capita
1985-94? This indicator 15 widely used to
measure the average increase in the amount of
economic resources available to a nation’s citi-
zens The data source 1s the World Development
Report 1996

Per caprta GNP measured by purchasing power
parity 1994 The inclusion of this vanable

2GNP comprises GDP plus net factor income from abroad
See World Bank (1996¢ p 224)

Methodology and Country Rating System



GLOBAL Benchmarks

@

allows the model to take into account cumula-
tive past economic achievements For example,
countries that have attamned high living stan-
dards are less likely to achieve the high growth
rates presented by developing countries starting
from a low economic base This measure of
wealth to a certain degree offsets the lower
growth rates achieved by industrialized coun-
tries Purchasing power parity 1s used instead of
unadjusted per capita GNP 1n order to allow
for price-level adjustments in individual coun-
tries  After reviewing several sources, 1t was
decided that the World Development Report
1996 provides the most comprehensive country
coverage for this variable

Average annual growth of gross domestic
mvestment 1990-94 While some may argue
that this could serve as an input variable for the
competitiveness foundations vector, 1t 1s
included as an outcome variable of economic
performance, indicating an economy’s capacity
to invest 1n future growth Data source 1s the
World Development Report 1996

Average annual growth of exports, 1990-94
This classic measure of economic performance
has become especially important as individual
countries increasingly integrate with the global
economy In addition, export growth 1s a pow-
erful indicator because exports provide a wide
range of direct benefits (for example, employ-
ment, income, foreign exchange) as well as
muluplier effects for domestic growth The

data source 1s the World Development Report
1996

M2 (money + quasz money) as a percentage of
GDP 1994 This 1s a widely used measure of
the depth of capital markets, especially for
developing countries, where stock market capi-

talization may not be relevant or meaningful
“Money” includes currency outside banks and
demand deposits outside the central govern-
ment, “quast money” includes tume and saving
deposits and the foreign currency deposits of
residents However, using this indicator some-
what penalizes industrialized countries because
their citizens invest a larger proportion of their
financial resources 1n the stock markets Data
for this indicator are drawn from the World
Development Report 1996, which derives 1ts esti-
mates from the IMFs International Financial
Statistics Yearbook

Gross international reserves measured 1n
months of import coverage 1994 Import cover-
age of reserves serves as a proxy indicator of
external financial resources and stability Coun-
tries that have 1nadequate international reserves
are often vulnerable to external shocks and are
more prone to balance of payments problems
Thus indicator has been calculated by the World
Bank using IMF data and 1s presented 1n the
World Development Report 1996

Competitiveness Foundations

Competitiveness 1s a funcuon of many factors,
in particular, economic capacity and stability
Most of the indicators in this vector are chosen
to reflect these foundarion characteristics
Among the data sources consulted are the IMF’s
Government Finance Statistics Yearbook, the
United Nations Development Programme
(UNDP), the World Bank, the Fraser Institute,
the Orgamization for Economic Cooperation
and Development (OECD), the United
Nations Educational, Scientific, and Cultural
Organization (UNESCO), the SRI Commer-
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cial Policy Model, the ILO, the Heritage Foun-
dation, Standard & Poor’s and Moody’s country
ratings, the World Intellectual Property Organi-
zation, and the United Nations International
Development Organization

Gross domestic saving as a percentage of GDR
1994 This variable measures the extent to
which a nation 1s deferring current consump-
tion to invest in future consumption—an
important foundation dicator of future eco-
nomic capacity The data source 1s the World
Development Report 1996

Openness of economy (exports as a percentage
of GDP), 1994 This 1s a proxy indicator of a
nation’s international competitiveness It
should be noted that this varsable can be some-
what biased against larger economies, where
high export volumes could be eclipsed by rela-
tively large internal markets The data source 1s
the World Development Report 1996

Foresgn direct investment as a percentage of
GDR 1993 This varable 1s chosen to gauge
both economic capacity and the revealed com-
petttiveness of a nation n attracung foreign
investment To a considerable extent, foreign
investment flows represent a vote of confidence
by the international investment community 1n a
nation’s economic foundauons For developing
countries this indicator 1s calculated using net
foreign direct investment from the World Devel-
opment Report 1995 (the 1996 1ssue does not
provide an update of this indicator) Data for
industrial countries are from OECD sources

Government budget surplus (or defictt) as a
percentage of GDP latest three years available
This indicator captures the stability of an econ-
omy from the perspective of fiscal manage-
ment A fiscally irresponsible government

inevitably creates macroeconomic problems
such as inflauonary pressures (which raise costs
and reduce price competitiveness), the crowd-
ing out of private investment, and the risk of
currency devaluation The data source 1s the
IMF’s Government Finance Statistics Yearbook
1995 (the 1996 yearbook does not include
these data)

Standard & Poor’s long-term soverexgn bond
rating, 1997 Sovereign ratings by internation-
ally accredited rating agencies are good 1ndica-
tors of the soundness of a nation’s policy, regu-
latory, tax, foreign exchange, and financial
systems This variable uses Standard and Poor’s
long-term sovereign rating for foreign currency
denomunated debt Since Standard and Poor
generally only rates sovereign debt at a country’s
request, a number of countries 1n the web
model are not rated In the web scoring system,
it 1s assumed that nonrated countries do not
have policy and macroeconomic environments
conducive to borrowing 1n international finan-
cial markets This assumption may bias against
a small number of nonrated countries that have
relatively favorable macroeconomic environ-
ments but have not established an international
“credit history ’

Average annual rate of inflation 198494
This 1s a commonly used indicator of overall
economuic stability If a nations prices rise more
rapidly than those of 1ts competitors, 1ts exports
lose competitiveness 1n global markets Whle
there 1s considerable debate over the trade-offs
between 1nflation control and employment
generation, espectally in the United States,
economusts generally agree that high levels of
inflation perpetuate 1nflationary expectations,
which could be economically, socially, and
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politically destabilizing The data source 1s
World Development Report 1996

R&D scientists and engineers per million per-
sons, latest available data In a global economy
increasingly driven by technological advances,
maintaining and creating dynamic competitive-
ness depends critically on the amount of
human resources devoted to research and devel-
opment Analysts of science and technology
structures typically use this variable as a macro-
level indicator of national commitment to tech-
nology development Data source 1s the
UNESCO Statistical Yearbook 1996

R&D technicians per million persons latest
available data This supplements the preceding
indicator, to measure relative magnitudes of
technology infrastructure The data source 1s
the UNESCO Statsstzcal Yearbook 1996

Foreign exchange freedom, 1995 Foreign
exchange freedom 1s an essential component of
a sound economic foundation Its absence cre-
ates distortions 1n an economy, ultimately
reducing the potenual effictency gamns and
enhancements of competitiveness that are
achieved through international exchange This
indicator 1s derved from four components of
the Fraser Institute’s Index of Economic Free-
dom the freedom of citizens to own a foreign
cutrency bank account domestically, the free-
dom of citizens to maintain a bank account
abroad, the difference between the official
exchange rate and the black market rate, and
restrictions on the freedom of citizens to engage
in capital transactions with foreigners > Coun-
tries that are not included in the Fraser Insti-
tute’s index are rated based on information in

3Gwartney Lawson and Block (1996)

the IMF’s Annual Report on Exchange Arrange-
ments and Exchange Restrictions 1996

Infrastructure mdicators The competitive-
ness foundations vector also includes four infra-
structure indicators from the World Develop-
ment Report 1995, the most recent issue In
which such data were published Production of
electricity (kilowatt hours per person) indicates
the amount of available power supply and
usage Electricity power system loss (percent of
total outpus) 1s a good proxy for the efficiency of
power generation systems lelephone main lines
(per thousand persons) gauges the development
of the telecommunications system Road densiy
(kilometers per millson persons) 1s used to mea-
sure the development of a nation’s ground
transportation network

Health

A number of development and health organiza-
tions provide rich data sources and extensive
country coverage on this area This vector
incorporates standard yardsuicks, such as life
expectancy, as well as indicators 1n the key
health areas monitored by international donor
and health organizauons child health and sur-
vival, maternal health, prevention of unin-
tended pregnancies, and control of HIV trans-
mission It also includes overall population
growth as both an input and an output indica-
tor To arrive at the final selection of indicators,
data from a number of sources were reviewed,
including the UNDP, the US Agency for
International Developments (USAID) Demo-
graphic Health Surveys, the United Nations
Children’s Fund (UNICEF), the Population

Reference Bureau, the Center for Disease Con-
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trol at the World Health Organization, and the
World Bank

Life expectancy at birth 1994 This widely
available indicator 1s often used to measure the
overall conditions and progress achieved 1n the
health area While some may argue that 1t 15 too
hughly correlated with infant mortality rates to
be meaningful, 1t 15 included 1n this vector
because 1t 1s a standard measure of health The
data source 1s the World Development Report
1996

Contraceptive prevalence, latest avarlable
data This 1s an 1input indicator that gauges the
extent to which women are able to prevent
unintended pregnancies, including whether
they have access to contraceptive resources and
are educated to use them This indicator mea-
sures the percentage of married women aged fif-
teen to forty-nine currently using contracep-
tion Data sources are the Demographic and
Health Surveys (DHS) and the UNDP’s Szate
of the World’s Children 1996

Total fertilsty rate, 1994 This indicator,
which measures the average number of chil-
dren born to 2 woman 1n her lifetume (assum-
ing that she lwves to the end of her childbearing
years), 1s used as a proxy for success 1n prevent-
ing unwanted pregnancies It 1s implicitly
assumed that women will bear fewer children if
they are able to prevent unwanted pregnancies
However, a very low fertility rate may indicate
other demographic problems for a nation The
scoring system for this indicator has been
adjusted to reflect these assumptions and con-
stderations Data sources are the State of the
World s Children 1996 and the Population Ref-
erence Bureau

Percentage of births attended by traned

health professionals, lasest avarlable data This
vartable measures an mput to overall maternal
health A higher percentage of births attended
by trained health professionals 1s usually associ-
ated with lower maternal and infant mortality
rates, as well as fewer obstetrical and gynecolog-
ical problems after childbirth As used here,
traned health professionals include physicians,
nurses, midwives, tratned primary health care
workers, and trained traditional birth atten-
dants The data source 1s State of the Worlds
Children 1996

Maternal mortalsty rate, 1993 This indica-
tor 1s defined as the number of maternal deaths
from pregnancy-related causes per 100,000 hve
births It 1s drawn from both the State of the
Worlds Children 1996 and the World Develop-
ment Report 1996

Infant mortalsty rate, 1994 Ths 1s defined
as the number of deaths of infants under one
year of age per 1,000 live births The infant
mortality rate 1s one of the most widely used
indicators of overall national health conditions
Data sources are the State of the World's Children
1996 and the World Development Report 1996

Under-five mortality rate, 1994 This 1s
defined as the number of deaths of children
under five years of age per 1,000 live burths, or
the probability of dying between birth and
exactly five years of age This 1s an important
indicator of children’s vulnerability Data
sources are the State of the Worlds Children
1996 and the World Development Report 1996

Percentage of one-year-olds immunized
against measles, latest avarlable data This 1s an
input indscator to gauge the vulnerability of
infants to contagious diseases The data source

1s the Szate of the World’s Children 1996
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Percentage of one-year-olds immunized
aganst tuberculosss, latest available data Thus
supplements the preceding variable as an mput
indicator to measure infants’ vulnerability to
disease The data source 1s the State of the
World’s Children 1996

Annual natural rate of population increase,
latest avarlable data As an input indicator, rapid
population growth signals unsustamable
demand on a nauon’s health and other social
systems As an output indicator, population
growth 1s often a proxy for overall progress in
health and income, because population growth
rates level off or even decline as nations achieve
higher levels of development The data source 1s
the Population Reference Bureau

HIV prevalence among adults 1995 (percent
of population over eghteen years old) This 1s an
outcome variable to measure the control of
HIV transmission Data have been estimated
and reported by the World Health Organiza-
tion to give an indication of the magnitude of

the HIV/AIDS pandemic

Education
The education vector consists of both output
and mput indicators Most of the variables
selected are commonly used measures of results
as well as processes considered by education spe-
cialists to be important determinants of national
levels of education The main sources consulted
are the UNDP, UNICEE, and the World Bank
Adly illiteracy rate 1995 This 1s the prin-
cipal results measure for this vector The
World Development Report 1996 the data source
used here, defines 1t as ‘the proportion of pop-
ulation fifteen years and older who cannot,

with understanding, read and write a short,
simple statement on their everyday life

Envollment indscators latest available data
Three enrollment indicators are included 1n the
education vector primary-level enrollment, sec-
ondary-level enrollment, and tertiary-level enroll-
ment These are gross enrollment rauos, defined
as the total enrollment, regardless of age, divided
by the age group that officially corresponds to a
specific level of education Ideally one would use
the net enrollment ratio, calculated by using only
that portion of the enrollment which corresponds
to the age group of a given educational level
However, recent net enroliment ratios are avail-
able only for just over half of the countries 1n the
web model In all cases the data source 1s the
UNESCO Statistical Yearbook 1996

Percentage of primary school children reach-
ing grade five, latest available data This 1s one of
the most telling variables for assessing the qual-
1ty of an education system High dropout rates
are usually associated with high illiteracy Thus
variable measures the percentage of the children
entering the first grade of primary school who
eventually reach grade five The data source 1s
the State of the World's Children 1996

Primary repeaters as a percentage of primary
enrollment latest avarlable data This important
indicator of the quality of the primary educa-
tion system 1s calculated using gross primary
school enrollment figures Data source 1s the
UNESCO Statsstical Yearbook 1996

Secondary repeaters as a percentage of primary
envollment latest available data This important
indicator of the quality of the secondary educa-
tion system 1s calculated using gross secondary
school enrollment figures The data source 1s the
Human Development Reporr 1995
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Environment

The selection of variables for the environment
vector proved to be a challenge For example,
from an environmental standpoint 1t would be
desirable to have low levels of effluents But
effluents are a natural by-product of increased
development In addition, the available data
concentrate on the volume of effluents but do
not take into constderation treatment and recy-
cling Generally, data for treatment and recy-
cling are compiled only in industrial countries
Another set of important input variables that
would be useful but are extremely difficult to
measure across countries relates to govern-
ments environmental polictes and therr
enforcement Consequently, the environment
vector 1s dominated by output variables, sup-
plemented by several proxy indicators to gauge
public 1nvolvement and government commit-
ment to environmental management

Data from a vartety of sources were reviewed
for reliable indicators with wide country cover-
age, including the World Resources Institute’s
World Resources and 1994 Information Please
Environmental Almanac, the UNDD, the Office of
Environmental Technology Exports of the U §
Commerce Department, World Watch, Green-
peace, United Nations Environmental Program
(UNEP) Environmental Data Report the U S
Environmental Protection Agency and the Waorld
Drrecrory of Environmenial Organizations

Access to safe water 1993 This 1s an impor-
tant output vartable related to several different
aspects of the environment, including safe
water supply, waste and sewage treatment, and
agricultural and industrial pollution The most
recent data are obtained from the World Devel-
opment Report 1996, which defines this variable

as “the percentage of the population with rea-
sonable access to safe water supply (including
treated surface water or untreated but unconta-
minated water, such as from springs, sanitary
wells, and protected boreholes) ”

Per capita carbon dioxide emissions, 1992
This 1s an output variable to gauge air quality
Data are obtaned from the World Development
Report 1996, which draws from data compiled
and tabulated by the World Resources Instutute,
the United Nations Staustical Division, and the
Carbon Dioxide Information Analysis Center
of the Oak Ridge National Laboratory

Other greenhouse gas emissions per capita
1991 This 1s also an output indicator for air
quality The most comprehensive and up-to-
date information 1s provided in the World
Resource Insttute’s World Resources 1996-97
Per capita levels are calculated by SRI

Number of environmental nongovernment
organizations registered, 1996 This 1s a proxy
indicator for public involvement in environmen-
tal policymaking The data source 1s the 1997
World Drrectory of Environmental Organizations

Participatson n global environmental con-
ventions, 1993 This input indicator 1s included
as a signal of a government’s commitment to
environmental management The most recent
list available 1s 1n World Resources 1994-95

Urban center solid wastes per capita 1993
This variable measures the amount of urban
waste that must be disposed of by incineration or
in landfills It does not take 1nto account waste
treatment or recycling Ideally, it would be desir-
able to have data for the amount of untreated
wastes per capita, but such data are generally not
collected 1n developing countries The weighting
system for this vector takes into consideration
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the biases that may result from including this
variable The data source 1s the /994 Information
Please Environmental Almanac
Percent change n forest and woodland

1983-93 As used here, forest and woodland
includes land under natural or planted stands of
trees, as well as logged-over areas that will be refor-
ested 1n the near future Thus indicator 1s included
as a proxy for deforestation and reforestation The
data source 1s World Resources 1996-97

Democracy and Freedom
While the environment vector 1s problematic
from a technical standpoint, the democracy and
freedom vector 1s sensitive and politically
charged Indexes of political freedom are, by
definitton, more subjecttve than economic or
soctal data This vector includes only three vari-
ables, two of which are drawn from Freedom 1n
the World Annual Survey of Political Rights and
Cuvil Liberties 1995-1996, published by Free-
dom House The third variable 1s from Eco-
nomac Freedom of the World 1975-1995, pub-
lished by the Fraser Insutute For some
countries, the original ratings have been
adjusted to reflect the current political situa-
tion A large number of other variables were
considered but rejected 1n the three-step screen-
ing process described above Most were
excluded because of inadequate country cover-
age Other major reasons for exclusion were
lack of regular reporting and bias toward or
against a particular group of countries
Freedom House and the Fraser Institute are
the most objecuve data sources providing
extensive country coverage and quantitative rat-
ings Data from a number of other sources were

considered, including the US Department of
State, Human Rights Watch, Amnesty Interna-
tional, the ILO, and the UNDP Some of these
sources were rejected for inadequate country
coverage or objectivity, and since most of them
do not provide quantitative ratngs, 1t would be
difficult to use their data in the web model

Cinrl liberties, 1996 Freedom House
defines civil liberty as the “freedom to develop
views, mnstitutions and personal autonomy apart
from the state ”* The degree of freedom present
1n each country was determined using a check-
list of these liberues Each country was then
assigned a score from 1 to 7, with 1 being the
most free and 7 representing nations character-
1zed by repression and a total lack of civil liberty

Politscal rghts 1996 Freedom House defines
political rights as those which “enable people to par-
ucipate freely in the polincal process A system
1s genuinely free or democratic to the extent that the
people have a choice 1n determuining the nature of
the system and 1ts leaders ” As for cvil liberties, a
checklist was used to rate countries on scores from
1 to 7 Category 1 includes those countries that
come closest to the 1deals suggested by the checklist,
beginning with free and fair elections Category 7
includes those countries where “political nghts are
absent or virtually nonexistent due to the extremely
oppresstve nature of the regime or extreme oppres-
ston 1n combination with cwvil war >

Egqual protection under the law and access to
a nondiscriminatory judictary 1995 This indi-
cator, provided by the Fraser Institute, 1s
adapted from a subcomponent of the civil lib-
erttes checklist used for the Freedom House rat-

“Kaplan (1996 p 530)
5Kaplan (1996 p 530)
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ings (Separate ratings for subcomponents are
not available in the Freedom House publica-
tion )} It 1s included as an additional varable

because a sound judiciary structure that
enforces the law 1s vital to safeguarding democ-
racy and freedom

SCORING SYSTEM FOR VARIABLES

Data for 108 countries were collected for
each of the forty-eight variables 1n the six vec-
tors A scoring system was then designed
whereby 1ndicators for each variable are
assigned scores ranging from 0 to 4 These are
defined as the base scores for a variable For each
variable, the base scores are determined by
ranges set according to acceptable standards of
well-being or measurements of progress The

chart on page 38 illustrates how the base score
for a particular variable was derived, with exam-
ples from specific countries This scoring
process was repeated for all forty-eight vari-
ables, and to the extent that data are available,
the 108 selected countries recerved base scores
across the six development categories The scor-
ing system for each vector 1s described 1n

appendix C

WEIGHTING SYSTEM FOR VARIABLES

Following the scoring process, a weighting
system was applied to the indicators in each
vector The weighting system 1s designed so
that the sum of the maximum weighted base
scores for each vector equals 100 The weights
for each variable were determined by several
factors
e the relauve importance of the varable in
determining the overall achievement 1n that vector,
® the quality of the data obtained for that
variable, and
® the available country coverage
For example, 1f two variables 1n a given vector dis-
play similar quality and importance, a higher
weighting would be gwen to the varable for
which data are available for a wider range of coun-
tries Stmularly, if two variables are deemed equally

important and given similar country coverage, a
higher weight 1s assigned to the indicator for
which data are deemed more accurate (see appen-
dix B for the weighted scores for each variable )
All indexes incorporate some form of
weighting, erther explicit or impheat The
assignment of weights for different vaniables
requires judgments that can be interpreted as
being subjective The web model weighting sys-
tem was developed through a form of nterpo-
lation Consideration 1s given to the quality and
coverage of data, the importance of an indicator
relative to others withun the vector, academic
literature, and discusstons held with develop-
ment spectalists The weighung systems for the
variables of the six vectors are presented in

appendix D
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SAMPLE VARIABLE IN THE HEALTH VECTOR: INFANT MORTALITY RATE IN 1993

Scoring System

Range Base Score
X=100 0
50<X <100 1
25<X <50 2
10<X<25 3
X<10 4

Country Infant Mortality per 100,000 Live Births Base Score
Austrahia 7 4
Argentina 24 3
Dominican Repubhic 40 2
Haih 85 1
Cambhodia 115 0

SCORING PROCESS FOR THE DEVELOPMENT WEB

(108

5,184 Data Cells

countries x 48 variables)
m 5,184 Base Scores
Scorng
System 5,184 Weighted
i _ Scores

e

Weighting 648 Vector Scores,
System six for each of the
108 countries
1]
Sum of
Weighted Vector
Scores Score
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SUMMARY

The process of determining the vector  from which 648 vector scores were calculated
scores for each country 1s illustrated 1n the fol-  for 108 countries—that 1s, G vector scores for
lowing figure In sum, the web team created a  each country
database consisting of nearly 5,200 data cells,

CONSTRUCTION OF THE DEVELOPMENT WEB USING VECTOR SCORES
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Chapter 5

SUMMARY FINDINGS

his chapter presents the analytical results
of the web development model A total of
108 countries have been assessed using
the development web model, and the
resulting scores are analyzed and presented from
three perspectives The first set of analyses
focuses on the individual vectors, including the
distribution of scores and the average scores
recerved by regional groupings of countries
within the vector The second part of the analy-

sts has a regional focus, with individual develop-
ment webs constructed for each region to ilus-
trate their average development performance
Finally, the authors also took a more qualitauve
approach, seeking common patterns of develop-
ment expertence and performance among coun-
tries, and developed several “typologies” of per-
formance based on the actual scores of countries
in the different development vectors These three
sets of summary findings are presented below

REGIONAL SCORES AND DISTRIBUTIONS

The development web scores are strongly con-
sistent with the common perception among devel-
opment economusts regarding development perfor-
mance, at least at the regional level For purposes of
comparison, the 108 countries are assigned to seven
regions Africa (denoted by “AFR” on the accom-
panying charts), the newly industrializing countries
of Asia (“NICs”), Asta excluding the NICs and
Japan, industrialized—or industrial—countries
(“ICs”), Latin America and the Carbbean
(“LAC”), the Middle East (‘ME”), and muddle-
income Europe (“MIE”) ! The charts in this chap-
ter present average reglonal scores as well as distrib-
utions of scores for all countries within each vector

1Africa includes Bensn Botswana Burkina Faso Burundi
Cameroon Cape Verde Central African Republic Congo Cote

In the economic performance and compet-
ttiveness foundations vectors, the Asian NICs
recerve the highest scores, as a group For most
other vectors, industrialized countries are the
top performers African countries tend to rank
in the bottom 1n most development categores,
while countries 1n non-NIC Asia, Laun Amer-
ica, middle-income Europe, and the Middle
East mostly fall somewhere 1n between Excep-
tions to these general findings can be found in
the environment and democracy and freedom
vectors Middle-mcome European countries,
on average, recerve the highest scores on Envi-
ronment, performing shightly better than the
industrial countries And Middle Eastern coun-
tries attain the lowest scores on Democracy and
Freedom

Summary Findings

pax

Previous Poge Llank




(» GLOBAL Benchmarks

Economic Performance

The strong showing of the Asian NICs, which
average a nearly perfect score of 92, attests to
their aggressive economic strategies and result-
ing gains 2 Somewhat surprising 1s the fact that
non-NIC Asia 1s the second highest regional
performer, with 73 Thus 1s due to the strong
growth of Malaysia, Thailand, China, Indone-
sta, and other nations that were starting from
low bases and, more important, benefited from
the overall rapid expanston in the region While
the standard growth indicators for this group
generally match or exceed those for the Asian
NICs, their Economic Performance scores have
been hurt by relauvely low levels of per capita
income

Latin America and the Caribbean (56),
middle-income Europe (47), the Middle East
(43), and the industrial countries (48) all mea-
sure 1n the middle of the scale on Economic
Performance At the bottom of the ranking 1s
Africa (27)

The economic performance histogram,
which shows the global distribution of scores
by scoring decile, generally indicates a standard
distribution, with the exception that a rela-
tvely large number of countries fall in the low-
est decile (that 1s, score between 0 and 10)
Almost all of these are African nations The
four highest-scoring countries in the top decile
(91-100) are Malaysia, Hong Kong, Singapore
and Thailand

dIvoire Dpibouts Ethiopia Ghana Kenya Madagascar Malawt
Mali Mauntania Mausniius Morocco  Mozambique  Rwanda
Senegal Sterra Leone South Africa Sudan Swazland Tanzarua
Togo Tumsta Uganda Zambia and Zimbabwe The Astan NICs
include Hong Kong Korea and Singapore (Tawan 1s omitted
because of the lack of comparable economic data from interna
uonal organizations) and Asia excluding the NICs and Japan
includes Bangladesh Bhutan Cambodia China Fiyi Hong Kong
India Indonesta Korea Malaysia Pakistan Papua New Guinea
the Phulippines Singapore SriLanka and Thailand Industrialized
(or industrial) countries include Australia Austria  Belgium
Canada Denmark Finland France Germany Iceland Ireland
Italy Japan the Netherlands New Zealand Norway Portugal

Spain Sweden Switzerland the United Kingdom and the United
States Laun America and the Caribbean includes Argentina
Bolivia Brazil Chile Colombia Costa Rica Cuba Dominican
Republic Ecuador El Salvador Guatemala Guyana Hamtt Hon
duras Jamaica Mexico Nicaragua Panama Paraguay Peru
Uruguay and Venezuela The Middle East includes Bahrain Egypt
Iran Iraq Israel Jordan Kuwait Lebanon Saudi Arabra Syma
Arab Republic and the United Arab Emurates Middle mcome
Europe includes Cyprus Greece Hungary Poland Romania and
Turkey

Due to insufficient data scores on Economic Performance
were not calculated for Cambodia Cuba Dypbout Irag or
Lebanon

Summary Findings
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Competitiveness Foundations

Average regional scores on Competitiveness
Foundations 1n most cases closely track those
on Economic Performance > Once again, the
Asian NICs (82) top the hist The two excep-
tions to the close relationship between compet-
itiveness foundations and economic perfor-
mance are the industrial countries (70) and the
non-NIC Asian countries (45)

In the case of industrial countries, compet-
itiveness foundations are stronger than eco-
nomic performance This indicates the fact that
as mature economies, they can achieve only
moderate growth, despite their relatvely strong
economic capacity and stability Industrial
countries generally score relauvely high on
competitiveness foundations ndicators such as
inflatton rates, long-term sovereign bond rat-
ings, infrastructure, and concentrations of sci-
entsts, engineers, and technicians Their lower

31n this vector data coverage 1s weak for thirteen countries
Bahrain Bhutan Cambodia Cape Verde Cuba Fiyi Guyana
Iraq Lebanon Sudan Swaziland Syra and Zare Competitive
ness Foundations scores for these countries are calculated based on
those (ndicators for which data are available and therefore may be
biased upward or downward depending on the indicators used

scores 1n such competitiveness indicators as the
level of foreign direct investment and the rato
of exports to GDP primarily reflect the struc-
ture of mature economies

Non-NIC Asia shows the opposite pattern
On average these countries perform better eco-
nomically than their competitiveness founda-
tions would suggest, demonstrating that growth
can take place in the process of building capac-
ity and achieving stability Many of these coun-
tries have relatively high saving rates and levels
of foreign direct investment However, other
foundation ndicators, such as inflation rates
and, in some cases, foreign exchange freedom
are weak Stll other weak foundation indicators
generally are closely ued to low per capita
incomes, such as infrastructure and the concen-
tration of scientists, engineers, and technicrans
in the population

The global distribution of Competitiveness
Foundations scores by decile 1s more lumpy
than that for Economic Performance, particu-
larly at the lower end of the scale, but 1t sull
resembles a fairly standard curve The two

countries measuring in the 90s are Singapore
and the Netherlands

Summary Findings
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Health

The health vector, like the education vector,
displays considerable variation among regions
The industrial nations top the list in Health, on
average recetving a nearly perfect score (96)
The Asian NICs also score well (90), followed
by middle-income Europe (80) Falling in the
middle range are the Middle East (60), Latin
America and the Caribbean (58), and non-NIC
Asia (43) As in other vectors, Africa (20) scores
much lower than other regions The regional
ranking by average scores on Health suggests
that health conditions have a strong relation-
ship with per capita incomes as well as with the
overall level of economic development This 1s

to be expected, since a more materially wealthy
society would have more public and private
resources to spend on health

The global distribution of health vector
scores 1s quite uneven among deciles and does
not represent a normal distribution Of the
thirteen nations 1n the lowest decile, all but
two—Bhutan and Cambodia—are 1n Africa
A large number of countries (twenty-three)
score 1n the highest decile Among these, all
but four are industrial economies, and the
exceptions—Israel, Singapore, Hong Kong,
and Cyprus—are considered high-income
countries by the World Bank, as are most of
the industnal countries

Summary Findings
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Education

Regional performance on Education muirrors
that on Health In fact, the scores of all
regions on Education are within 4 points of
their respective scores on Health The ability
of a society to 1nvest resources in education,
as 1n health, 1s strongly tied to 1ts relative
wealth and per capita income The synchro-
nization of these two vector scores also sup-
ports the view that education 1s an important

determinant of health performance (and vice
versa)

Of all the web vectors, Education exhibits
the most even global distribution among
deciles Among the twenty nauons in the high-
est decile, only South Korea and Greece are not
classified as industrial countries Again, African
countries dominate the lowest decile, but sev-
eral countries from non-NIC Asia, the Middle
East, and the Caribbean also fall in this group

Summary Findings
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Environment

As noted 1n the previous chapter, this measure 15
complicated by the nature of the variables (for
example, by the fact that effluent levels nise with
increased development) An important observa-
tion 1s that this 1s the only vector in which no
region achieves a high score Middle-income
Europe achieves the highest average score (62),
despite the common view that some of these
countries are confronting substantial pollution
The region’s overall Environment score mught be
explained by the fact that most of these countries
are sufficiently developed to provide basic ament-
ties such as safe water but are not as industrialized
or urbanized as the industrial countries, so that
they score relatively well on indicators such as car-
bon dioxide and other greenhouse gas emussions

The industrial nations are next on the list,
with an average score of 60 Most of them score
fow (0 or 1) on indicators such as carbon diox-
ide emission and urban center solid wastes If
other desirable variables, such as pollution
abatement, recycling, waste treatment, and the
enforcement of environmental regulations,
could be included, the industrial nations would
be likely to receive higher scores 1n the environ-
ment vector The remaining regions cluster
around the 50-point mark

The global distribution of scores on Envi-
ronment displays the most interesting shape
all the scores are clumped under a “normal”
curve 1n the middle deciles No countries score
in ercher the top two or the bottom two
deciles

Summary Findings
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Democracy and Freedom

Performance 1n the political arena shows the
greatest varability of all the development vec-
tors The industrial nations exhibic the
strongest regional score, with 95 Thus 1s fol-
lowed by middle-income Europe, with 70 In
the middle of the scoring range are the Astan
NICs (50) and Latin America and the

Caribbean (52) The lowest regional scores are

recorded for Africa (34), non-NIC Asia (32),
and the Middle East (18)

The histogram of the global distribution of
Democracy and Freedom scores 1s remarkable
Specifically, relatively large groups of countries
fall at erther end of the spectrum (top and bot-
tom deciles), as well as 1n one central decile
(between 41 and 50), and relauvely few nations
fall 1n the intervening deciles

Summary Findings
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REGIONAL WEBS

Combining vector scores in the develop-
ment web, one can see that the global mean
scores for all six vectors are close to 50 Most
vectors have hugh scores of 100 or 1n the high
90s The exception 1s Environment, where the
huighest score 1s only 73

Industrialized Countries

Among industrial countries, the regional
score for Economuic Performance 1s just above
the world average In every other vector
regional scores are significantly higher than
the world averages The highest scores are 1n
the education, health, and democracy and
freedom vectors

Developing Countries

For developing countries, the average scores 1n
most vectors are below the world averages 4 The
only exception 1s on Economic Performance,
where the score 1s the same as the world aver-
age The highest average scores are 1n the envi-
ronment vector

Asian NICs

The three Astan NICs included 1n the web model
achieve very high scores on Economic Perfor-
mance, Competitiveness, Health, and Educauon
The region’s lowest scores are 1n the environment

4This group tncludes countries in all the regions defined
above with the exception of the industrialized countries the Asian
NIC:s are included

and the democracy and freedom vectors, both of
which are close to the world averages

Non-NIC Asia

The Economic Performance score for non-NIC
Asia 1s well above the world average Other vec-
tor scores are either at or shightly below the
world averages The lowest score 1s on Democ-
racy and Freedom In this vector the average
score 1s lowered by scores of zero for several
countries 1n the region, other countries’ scores
range from the 30s to the 60s

Middle-Income Europe

For middle-income Europe, scores on Eco-
nomic Performance and Competitiveness are
close to the world averages Other vector scores
are substanually above the world averages On
Economic Performance and Environment,
middle-income Europe has average scores sumi-
lar to those of industrialized countries Other
vectors scores are much lower than the averages
for industrialized countries

Latin America and the Canbbean

Scores for the Latin America and Caribbean
region closely track the world averages in most
vectors The region performs substantially
above the world average on Economic Perfor-
mance, shghty above average on Health and
Democracy and Freedom, average on Educa-
tion, and shightly below average on Competi-
uveness Foundations and Environment

Summary Findings
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Middle East

Vector scores for the Middle East are mostly
close to the world averages, except for low
scores 1n Democracy and Freedom The average
score on Democracy and Freedom has been
depressed by the zeroes scored by several coun-
tries 1n this regton The remaining countries 1n
the Middle East have Democracy and Freedom
scores ranging from the low teens to the low
70s The region earns above average scores on

Health and Education

Africa

Africa recerves low scores tn all vectors except
environment, on which the regional score 1s
only shightly below the world average Africa
performs especially poorly in the health and
education vectors

Summary

The results of the web model indicate that
while balanced development can be achieved,
1t 1s not easy to do so Out of 108 countries
included in the model, only 2 rank among
the top 20 in at least five vectors—Austria
and Switzerland—and neither country 1s
among the top 20 on Economic Performance
Seven other countries rank among the top 20
1n at least four vectors, but none of these have
high scores on Economic Performance either
All 9 of these countries with more balanced
development are high-income countries and
members of the Organization for Economic
Cooperation and Development (OECD) It
may be more difficult for them to achieve the

high growth rates possible for countries that
are starting from a lower per capita income
base

The web model also shows how countries’
development could be unbalanced For exam-
ple, the United Arab Emuirates, where per capita
income 1s among the highest in the world,
ranks third worldwide 1n Competitiveness
Foundations, 1s in the top third in Health,
ranks above average 1n Education, but 1s 1n the
bottom third 1n Economic Performance, Envi-
ronment, and Democracy and Freedom

Perhaps more 1mportant, the web model
demonstrates that countries can develop 1 a
somewhat balanced fashion even at modest lev-
els of per capita income For example, Costa
Rica, with a per capita income of $2,610 n
1995 (compared with the world average of
$4,880), ranks 1n the top third 1n four vectors
economic performance, health, environment,
and democracy and freedom Likewise Sm
Lanka, with a per capita income of only $700
in 1995, ranks 1n the top half in the economic
performance, health, education, and environ-
ment vectors

The development web analysis confirms
that each country’s experience of economic
development 1s unique Historical, political
social, and economic factors combine to deter-
mine development polictes and outcomes
However, the web analysis can uncover com-
mon themes or characteristics among certain
countries The following section discusses
some country “types” identified through the
web model by combining their vector perfor-
mance with the defining characteristics of their
development

Summary Findings
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TYPOLOGIES OF DEVELOPMENT PERFORMANCE

Since development performance 1s the sum
of a countrys particular conditions, traditions,
historical experiences, and development strate-
gies, each country should be approached and
analyzed individually to ensure that 1ts singular
circumstances are adequately taken 1into
account Nevertheless, similarities and common
groupings can provide terms of reference for
analysis

The development expertences and perfor-
mances of different countries can be categorized
in various ways For example, nations often
undergo similar phases of economic and social
performance as a result of regional or functional
stmilarities Geographic clusters of performance
include the recovery of Western European
economies in the post—World War II period,
the stagnation of Latin American nations 1n the
1970s, and the explosive growth of the Asian
NICs 1n the 1960s and 1970s Functional clus-
tering of performance can be tied to socralist
versus capitalist orientation, import substitu-
tion versus export promotion strategies, and so
forth

The web model of socioeconomic perfor-
mance reveals a number of patterns of perfor-
mance among nations These can be considered
“typologes,” since they indicate classifications
of achievement The typologies described below
are driven by the actual scores of countries 1n
the different development vectors However,
they closely track the experiences of various
nations as explained by traditional development
analysts, indicating that the development web
results are consistent with the literature

It 15 important to keep in mind that some
nations do not fit 1nto any typology, while a

number of countries may exhibit characters-
tics of more than one typology Moreover,
there are anomalies and aberrations caused by
unique circumstances, and ¢ would be 1nap-
propriate to force countries to fit into one or
another typology

The following typologies have been
identified

e Capitalist industrialized countries have
achieved high standards of living over many
years of development Educational and health
standards are high These nations place a pre-
mium on market-led growth, which has created
strong competitiveness foundations Growth
performance 1s moderate because of the
plateaus of output already reached, and envi-
ronmental performance 1s muted owing to the
major levels of effluents produced

® Socially oriented industrialized countries
are simular to capitalist industrialized nations
with the exception of placing stronger emphasis
on government-supplied education and health
services, with high standards The price of
stronger government intervention s often lower
economic growth and compeutiveness

e Newly industrializing countries are known
for very strong growth performance, achieved
through acuvist government efforts to sumulate
competittveness as well as major investment in
education Protecting the environment has
often taken a back seat to the goal of rapid
growth These countries are rapidly becoming
able to afford higher standards of living for the
majority of their populations

e Aspiring NICs have emulated the NICs 1n

promoting investment and exports and estab-

Summary Findings



lishing strong competitiveness foundations
They lag 1n economic stability and social per-
formance but are rapidly closing the mncome
gap through rapid growth

e “Typical” developing countries tend to be
characterized by periods of rapid growth fol-
lowed by instability and contraction Many are
dualistic economues, with the rich outnum-
bered by the poor These countries often score
at or near the global averages 1n all the develop-
ment web vectors

e Highly challenged nations face serious eco-
nomic and social problems They are often sub-
ject to severe economic and political instabili-
ties, which preclude systematic efforts to
achieve sustained growth Political leaders tend
to funnel government resources toward main-
taining support among entrenched elites rather
than toward alleviating poverty or sumulating
economic expansion These countries score
poorly in Health and Educauon

Capitalist Industnialized Countries

The industrialized nations can be divided mnto
two typologies with regard to their basic orien-
tation and socioeconomic performance capital-
ist and socially oriented Capitalist industrial-
ized countries have achieved high levels of
economic development driven primanly by
market forces, whereas socially oriented indus-
trialized countries place a higher priority on
soctal welfare provided primarily through gov-
ernment services, often at the expense of
growth In the capitalist industriabized coun-
tries, governments employ a relatively hands-
off, laissez-faire approach to economic matters,
and many social services are delivered by the

private sector Both types of country score very
well on Health, Education, and Freedom and
Democracy, but capitalist industrialized nations
on average tend to score higher on Compeu-
tiveness and Economic Performance than do
socially oriented nations

The United States 1s presented as an exam-
ple of a capitalist industrialized country Others
that fit this typology include Australia, Ger-
many, Ireland, Japan, and the United Kingdom

The United States Throughout their history,
the people of the United States have generally
sought to minimize government intervention in
the economy The dominant philosophy holds
that the private sector is able to deliver goods
and services more efficiently than the govern-
ment During the eighteenth and nineteenth
centuries, government involvement in business
actvity was minimal, consisting primarily of
the tmposition of tmport taxes to finance gov-
ernment operations and the support of such
infrastructure development as roads, railroads,
and canals

The first half of the twenueth century wit-
nessed increased government activity to regu-
late business Legislation primanly focused on
anticrust laws and efforts to protect the nights of
labor In the second half of the century, there
has been a notable increase in government
efforts to ensure equal rights and improve
opportunities for minorities and women, and
to protect consumers and the environment

Government 1nvolvement in the economy
peaked during the 1970s Since that decade a
counterswing has sought to remove government
regulations and oversight and place responsibil-
1ty increasingly on industry to police itself Sub-
sidies created to protect certain sectors, such as

Summary Findings
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agriculture and shipping, are now generally
seen as counterproductive and are being
stripped away Deregulation was a dominant
theme during the Reagan administration and
continues to remain politically popular

A unique aspect of the U S economy s the
extremely low level of government ownership
or management of productve enterprise, even
in such sectors as telecommunications, trans-
portatton, energy, and banking, which have sig-
nificant government involvement in many
industrialized nations Historically, relations
between business and government can be char-
acterized as arm’s length, often distant, even
hostile at imes There has generally been a lack
of the close-knit cooperation between business
and government that 1s present in countries
such as Japan Nevertheless, 1n recent years
there has been a shift toward increased partner-
ship between the public and private sectors

The United States was the only major
industrial economy left intact after World War
I Through the implementation of the Mar-
shall Plan and 1ts own demand for world prod-
ucts, the United States acted as the economic
driver that rebwilt many other economies The
country was able to continue stable economic
growth unul the late 1960s, when 1ts military
intervention 1n Vietnam overheated the U S
economy Problems continued 1nto the 1970s,
as major economic disruptions were caused by
inflationary pressures and the o1l shocks caused
by the Organizauon of Petroleum Exporting
Countries (OPEC) Since the early 1980s the
United States has experienced an unprece-
dented period of economic stability, due in
large part to effective monetary policy

Although 1ts size relative to the world econ-

omy has diminished over the past several
decades, as other nations have recovered and
grown, the United States remains the leading
economic power The country has all the char-
acteristics of an advanced major economy a
declining manufacturing base, a large service
sector, and a very productive agricultural sector
The American economy is exceptionally diver-
sified and 1s self-sufficient 1n most raw mater-
als Leading industries include steel, motor
vehucles, aerospace, telecommunications, chem-
1cals, electronics, and computers The economy
1s noted for strong technological capabilities
and the mobulity of labor and capital Although
the United States 1s the largest trading nation,
the external sector (as a percentage of total
GNP) 1s small relative to those of other devel-
oped economues

The federal budget deficit experienced
unparalleled growth during the 1980s, largely
as a result of tax cuts and a significant increase
in military spending This large deficit caused
financial markets to demand higher domestic
interest rates, which, 1 turn, pushed up the
value of the dollar By the mid-1980s, the
apprectated dollar had combined with strong
domestic demand to produce a surge 1n import
volumes and a significant trade deficit Fiscal
policy 1n the 1990s has been constrained by the
effects of the policy shifts of the 1980s The
reduction of the massive budget deficit has
become a critical political and economic 1ssue
Although the deficit 15 large 1n absolute terms,
it has fallen as a percentage of GDP, from 4 7
percent 1n 1992 to 2 3 percent 1in 1995

The Federal Reserve System performs the
role of central banker Its board of governors
regulates bank credit and monetary policy,
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principally through open-market operations 1n
government securities and the manipulation of
the federal funds rate The Federal Reserve 15 a
further example of the American philosophy of
limited government involvement in the econ-
omy It was established 1n 1913 to be indepen-
dent from government, although its governors
are appointed by the president and must be
confirmed by the Senate

Universal heath coverage 1s a relatively new
concept 1n the United States, 1n contrast with
most western European nations The first
nationwide hospital 1nsurance bill was intro-
duced in the Congress in 1942 but was
rejected > Discussions of various forms of
national health insurance over the next two
decades culminated 1n 1965 with the Johnson
administration’s Great Society initiative and the
enactment of the medicare and medicaid pro-
grams These programs represented a compro-
mise between those who wanted universal
national health insurance and those who
wanted the private sector to continue to be the
primary source of insurance coverage Medicare
provides health insurance for citizens aged
sixty-five years and older, while medicad pro-
vides medical care for low-income famulies and
welfare recipients Private medical insurance has
remained essential for those who do not qualify
for either program

The medicare and medicaid programs have
given the federal government an instututional
interest 1n health care cost containment, as it
has become the single largest health insurer
The 1970s were marked by a rapid expansion 1n

3See Organzation for Economic Coordination and Devel
opment (1994)

health care costs and strategies for their con-
tainment The National Health Planning Act of
1974 created a system of state and local health
planning agencies supported by federal funds
Costs continued to rise, however currently the
United States spends more on health care ser-
vices than does any other nation, and on aver-
age more than twice as much per person than
other OECD countries do Yet the United
States sull lacks universal coverage and faces
problems 1n geographic maldistribution of
providers, gaps 1n the continuity of care, and
high rates of inappropriate utilization of health
services Paradoxically, the vast majority of the
population that has health care coverage has
access to high-quality care and advanced med-
1cal technology and benefits from a system that
vigorously promotes biomedical research and
development

Like other industrialized nations, the
United States offers thirteen years of publicly
supported schooling, from kindergarten
through grade twelve The public school sys-
tem, which 1s mostly managed by localities, pre-
domunates in the provision of education ar the
elementary and secondary levels By and large,
it provides a strong education through grade
twelve

As to higher education, the United States
arguably has the most extensive system of pub-
lic and private universities and colleges 1n the
world First-rate research faciliies, high-quality
faculty, extensive educational opportunities,
and, for some, generous scholarships have
attracted hundreds of thousands of undergrad-
uate students from other nations This strong
system of higher education, which produces
both a high-quality labor force and the human
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resource base for state-of-the-art basic and
applied research, contributes significantly to the
nation’s continued competitiveness, espectally
in technology sectors The principal drawback
of the US higher education system 1s 1ts high
cost compared with that 1n other industrial
nations

Socially Oriented Industrialized Countries
Soctally oriented industrialized countries have
achieved a high level of economic development
and have chosen to place a higher priority on
soctoeconomic welfare than on market-driven
growth The governments of such countries
play a more activist role than those 1n other
industrialized countries do, not so much 1n
controlling the economy but 1n financing and
delivering services for their citizens Conse-
quently, 1n terms of socioeconomic perfor-
mance, socially oriented industrial countries are
characterized by extremely high scores on
Health, Education, and Democracy and Free-
dom but only moderate scores on Economic
Performance, despite relatively strong scores on
Competitiveness Foundations

Sweden 1s presented as an example of a
soctally oriented industrialized country Other
nations that fit mto this typology include
Canada, Denmark, Finland, France, and Nor-
way

Sweden © Perhaps the most striking feature of
Swedish economic policy 1s the long-standing and
pervastve commitment to economic equality Thus

6Sec Bengtsson (1994) Bosworth and Rwvlin (1987)
Schniezer (1970) Organizacion for Economic Cooperation and
Development (1994 1996)

commuitment 1s primarily carried out through gov-
ernment spending programs and policies related
to taxation and wage determination

Sweden’s strong wage policies were origl-
nally formulated 1n the 1950s as a means of
improving both egalitartanism and economuc
growth Wage bargaining 1s highly centralized,
and the number of barganers 1s small The
strategy of compressing wage scale variations by
raising wages at the lower end of the scale was
designed to shuft the industrial structure toward
capital-intensive, high-productivity industries
As a result, wage differences across occupations,
industries, and skill levels have been signifi-
cantly reduced

Sweden’s progressive tax system has further
contributed to income equalization Tax rates
are very hugh by international standards The
net result of taxing and redistributing masstve
amounts of income 1s that very little correlation
remains between 1mncomes before and after taxes
and transfers Differences 1n standards of living
among upper- and lower-income Swedes are
remarkably narrow

Sweden 1s also distnguished from other
developed nations by the extraordinary lengths
to which 1ts government will go to reduce
unemployment The country’s strong history of
low unemployment, however, comes at a price
Large numbers of workers who would other-
wise be jobless are enrolled in training programs
and provided with jobs in the public sector
Such policies have served to disguise unemploy-
ment and have aggravated the budget deficit
These programs alone cost nearly 3 percent of
GDP 1n the 1980s and have contributed to
declining rates of productivity growth that are
unmatched by other industrialized countries
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Since the 1970s Swedish economic growth
has generally been below the OECD average
Slow GDP growth and the fall in the value of
the krona in the early 1990s has resulted in a
marked decline 1n overall living standards Mea-
sured by the OECD standard of income per
capita and purchasing power, Sweden’s world
ranking has declined from one of the top three
in the 1970s to eleventh in the 1990s In terms
of income distribution, however, Sweden
remains near the top

Although nearly all of Swedish industry 1s
privately owned, the public sector 1s sull very
large 1 terms of employment and spending
The state 1s an important player in the econ-
omy, intervening 1n industry not so much
through direct ownership as through the fiscal
system The public sector accounts for a large
share of GDP OECD staustics indicate that the
Swedish government represents about two-
thirds of spending and 58 percent of income
The corresponding ratios for the United States
are 33 percent and 31 percent, respectively
Only the other Scandinavian countries and
France have comparably high ratios

Throughout the twenueth century, Sweden
has used revenue from taxation to build up an
extensive welfare system In recent years how-
ever a nsing budget deficit increasing social
spending costs and more intense international
competition have shifted the orientation of the
nation’s economic policy toward the reduction
of state spending This shift 1s most visible 1n
the welfare system since 1991 In addiuon,
many key sectors of the economy, including
banking, telecommunications, and public utili-
ties, have been deregulated 1n the hope of mak-

ing them more competitive

In an economy that for many years enjoyed
full or near full employment, the rise of jobless-
ness since 1992 has become a major economic
concern The country’s existing labor market
programs, designed for small levels of frictional
unemployment, have met with only limited
success Historically, public intervention n the
labor market 1n Sweden has been parucularly
strong Public consumption as a share of GDP
1s the highest among OECD nations In 1994
some 40 percent of the labor force worked 1n
the public sector

Although consumer price inflation 1n Swe-
den has dropped 1n the 1990s, 1t has remained
consistently above the European OECD aver-
age since the 1970s High wages are the result
of a labor market that remains highly regulated
Recent wage increases have been made with lit-
tle reference to unemployment or productvity

Swedens commutment to social welfare
dates back several hundred years Since
medieval times Swedish kings and governmen-
tal bodies have provided certain basic forms of
social services Relief for the poor was a major
parliamentary 1ssue as far back as 1847 The
Health and Medical Services Act of 1982 pro-
vides health care to all citizens on equal terms
Health services are not free, although they are
heavily subsidized through a statutory general
health scheme In 1993 Swedens health and
medical services cost $14 billion—about 7 5
percent of GDP Reductions in central govern-
ment funding have prompted measures to raise
efficiency and cut costs Indeed, it 1s believed
that cuts so far have been achieved without a
decline in health care standards, because fund-
ing reductions have been offset by increases in
producuvity and medical advances Despite
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funding decreases, Sweden maintains an excel-
lent health care system

Swedish citizens are served by a strong and
high-quality educational system Schooling 1s
compulsory between the ages of seven and six-
teen Most students pursue another two or
three years of vocational and preuniversity
tramning Currently, one-third of these upper-
secondary graduates continue to higher educa-
ton Most higher education nsututions are
funded by the central government Tuition 1s
free, and students recetve government assistance
to meet their costs As universities expand and
the employment rate drops, the number of peo-
ple moving on to higher education 1s increas-
ing More than one-fourth of the Swedish labor
force has had some form of higher education,
and three-fourths have completed upper-sec-
ondary school, placing Sweden above the
OECD average 1n the labor force educational
level Universal enrollment and heavy subsidies
from both local and central governments have
made Sweden’s educational system one of the
best 1n the world

All Swedish citizens aged eighteen years or
older are enutled to vote in parliamentary
elections, which are conducted on the basis of
proportional representation Voter turnout in
Sweden 1s traditionally very high, standing at
about 86 percent to 91 percent of the elec-
torate since 1982 Sweden’s consttution
emphasizes civil liberties It was the first coun-
try tn the world to include, as early as 1766, a
“freedom of the press” act as part of 1ts const1-
tution The protection of the rights of the
indvidual and very high voter parucipation
contribute to Sweden’s perfect score on Free-
dom and Democracy

Newly Industriahizing Countries
The newly industrializing countries have
achieved an unprecedented level of economic
development performance, transforming their
countries from poor, backward economies to
highly advanced industrial giants Most analy-
ses that present growth strategies to developing
nations use the NICs as models These coun-
tries are characterized by extremely high scores
on Economic Performance and very strong lev-
els on Competitiveness NICs usually place a
high prionty on education and have achieved
major progress in standards of health Rapid
industrial expansion, however, has often been at
the expense of the environment The develop-
ment of democracy has differed among these
nations Some, such as South Korea, have taken
signuficant steps toward establishing a mulu-
party democracy, while others, such as Singa-
pore, maintain a one-party authoritarian
regtme The NICs share a common emphasis
on economic growth and prosperity as the dri-
ving force behind state policy

In undertaking significant policy reforms,
these nations have usually suffered painful
adjustment periods as they have shifted out of
import substitution policies to open trade and
investment regimes that would mtegrate them
with the global economy Reducing the role of
government 1n the economy tn order to pro-
mote productivity has also caused difficulties
However, many sectors of these economies have
experienced strong growth, which has more
than offset the losses 1n income and employ-
ment opportunities i previously protected or
government-operated activities Experience has
shown that the benefits of change have far
exceeded the costs The populations of the NICs
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have witnessed enormous increases in standards
of living and soctoeconomic well-being

Two examples of NICs are presented
South Korea represents the four East Asian
“ugers,” which have become the envy of devel-
oping countries 1n the region and throughout
the world Several East Asian NICs have pur-
sued a development strategy patterned roughly
after that of Japan, including concerted govern-
ment tervention In Chile, a more recent
Latn American example, the government has
taken a more hands-off stance and a more pure
free market approach Other NICs identified
by the web analysis include Argentina, Hong
Kong, Malaysia, Mauritius, and Singapore Tai-
wan would also be classified 1n this group, but
due to major gaps 1n comparative data 1t 1s not
quanutatively rated in the web model

Republic of Korea 7 The experience of the
Republic of Korea (South Korea) 1s a prime
example of how a relatve latecomer to eco-
nomic development can rapidly accelerate
growth rates South Korea has modernized 1ts
institutions, and even its 1deologies, by imitat-
ing those of more advanced countries, benefit-
ing from their technological herttage and con-
densing the longer development process of
industrialized nations

In 1962 South Korea was one of the poor-
est countries 1n the world, with a per capita
GNP of just $100, and annual per capita GNP
growth had stood at less than 1 percent since
the end of the Korean War 1n 1953 Its indus-
trial base and exports were negligible The econ-
omy was in a severe decline, subsisting largely

7See Cho (1994) Cole (1980) Kuznets (1994) Kwon
(1990) World Bank (1993a)

on American economic aid Nevertheless, some
noticeable preparations for growth were made
during the presidency of Syngman Rhee
(1948-60) education was improved, as was the
bass for import substitution 1n light industries
After a brief and unsuccessful attempt at
democracy between April 1960 and May 1961,
Korea was ruled by President Park Chung Hee
unul his assassinatton 1n October 1979 During
this pertod, the economy, led by the govern-
ment, began to make great progress

South Korea has achieved high growth rates
by adopuing an export-led strategy, which has
allowed the country to make the fullest possible
use of its substantial endowment of human
resources and to compensate for 1ts shortage of
natural resources The export-led growth strat-
egy was implemented by an energetic govern-
ment 1n close collaboraton with business and
labor The favorable external factors surround-
ing South Korea after the Korean War, includ-
mmg US economuc aid in the 1950s, a stable
global free trade regime, and strong demand for
labor-intensive products in the industrialized
countries, strongly supported South Korea’s
development efforts

Virtually all policy measures at the disposal
of the government were directed toward assist-
ing business These included not only tradi-
tional monetary and fiscal measures but also
policies on labor, foreign trade, agriculture,
and finance The government placed a high
priority on installing sufficient infrastructure
roads, ports, and communications systems
were established, often ahead of demand The
government also established the basic institu-
tional framework necessary to carry out the
economic plan, including laws and regulations
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favoring the expansion of foreign capital and
investment This export-led growth strategy
worked because priorities and means combined
to induce investment in the labor-intensive
industries 1n which Korea had a comparative
advantage

The mitial successes of such policies 1n the
1960s kindled a “can-do” spirit among the
Korean people, whose enthusiastic support cre-
ated the foundations for future economuc suc-
cesses Despite little tradition of entrepreneut-
ship, vigorous entrepreneurship emerged 1n the
1960s and 1970s, contributing significantly to
the economy’s growth Korean entrepreneurs
were aided by several factors During the early
pertod of development, capital and technology
could be easily imported, and the low costs of
labor and capatal raised profit margins In addi-
tion, the government offered entrepreneurs
monetary, fiscal, and other subsidies to reduce
the risk of investments

The government intensified 1ts develop-
ment efforts in the 1970s It targeted heavy
industries such as iron and steel, shipbuilding,
nonferrous metals, chemicals, machinery, and
electronics, partly to foster defense industries
and partly to strengthen and deepen the indus-
trial structure by establishing upstream indus-
tries These policies, however, resulted 1n an
unbalanced industrial structure and a built-in
system of inflation

During the 1980s, government priorities
shifted from the maximization of exports and
industrialization to price stabilization through
direct control of wages and restructuring of
industries Although the government attempted
to correct the excesses and distortions of the
previous decades, 1t was only moderately suc-

cessful in controlling inflation and restructur-
ing industry The 1990s have seen Korean man-
ufacturers of labor-intensive goods move
upmarket or shift low-end, labor-intensive pro-
duction to low-cost manufacturing locations
such as Thailand and Vietham Between 1991
and 1995, South Korea sustained an average
annual rate of real GDP growth of 7 5 percent,
close to 1ts long-term average over the past three
decades

Education has always been a priority in
South Korea By 1970, primary school enroll-
ment stood at 100 percent Gross secondary
school enrollment had risen to 92 percent by
1993 More remarkable, higher education
enrollment shot up from 16 percent in 1970 to
48 percent 1n 1993, ahead of Japan, the United
Kingdom, and Germany, although still behind
France and the United States Recently, the
Korean education system has been criticized for
overemphasizing rote learning at the expense of
analyucal thinking and creatvity Critics also
point to the excesstve emphasis placed on gain-
ing entrance to the elite unversities, forcing
students to study day and night However, the
government’s priority on basic as well as higher
education has been mnstrumental 1n creating an
educated and more adaptable work force, which
1s key to maintaining long-term dynamic com-
petitiveness

Health 1ndicators are improving in South
Korea Average life expectancy was fifty-seven
years 1n 1965 but had risen to over seventy-one
years by 1994 The primary reasons are improve-
ments 1n the supply of drinking water sanita-
tion, housing, diet and medical services While
in 1963 there were thirty-eight hospital beds per
100,000 people, by 1993 there were 286

Summary Findings



Reflecting rapid industrial growth and a
growing number of motor vehicles, emissions
of carbon dioxide per head have more than
doubled since 1980 Although stll below U S
levels, emissions in South Korea are beginning
to approach the levels in Japan Fresh water
supply remains sustainable, thanks to the conti-
nental climate and plenty of precipitation
Deforestation 1s not a significant problem

One of the most striking aspects of the
Republic of Korea’s development has been its
recent steps toward democratization Recent
political developments support the theory that
economic development often leads to the rise of
a middle class, which inevitably demands
increased political participation and govern-
ment accountability The February 1988 consti-
tutton limited presidents to a single five-year
term and revoked the president’s power to dis-
solve the National Assembly In 1990 the oppo-
sition coalition, the Democratic Liberal Party,
was victorious 1n the cleanest elections in the
natons history In 1995 President Kim Young
Sam’s administration 1nniated criminal pro-
ceedings aganst two former presidents, Roh
Tae Woo and Chun Doo Hwan, offering the
possibility of reforming a system characterized
by corrupt links between business and politics

Chile 8 In comparison with the East Asian
NICs Chile 1s a relatively new example of suc-
cess It abandoned import subsutution and
other restrictive economic policies in the mud-
1970s, and since then has enjoyed high levels of
export diversification and expansion, fueling
economic growth rates of almost 7 percent a

8See Economuic Intelligence Unit (1996-97) Pan American
Health Organization (1994) World Bank (1996b)

year since 1984 Chile also boasts health and
education conditions far above typical develop-
ing country standards, and government spend-
ing continues to focus on social programs
aimed at alleviating poverty

Chile’s economic reforms took place under
General Augusto Pinochet, who came to power
in 1973 after President Salvador Allende’s
experiment with socralizing the economy pro-
duced massive economic dislocation and con-
tracton Pinochet early on sought guidance
from a team of Unuversity of Chicago—trained
economusts, who aimed to transform the state’s
role from being the main producer and distrib-
utor of goods to facilitating private sector activ-
ity Among the first reforms was to reduce
import tariffs, some of which were as high as
750 percent, to a uniform rate of 10 percent by
1979 Subsidies and price controls were dis-
carded, the government budget deficit was
brought down from the 24 percent of GDP sus-
tained under Allende, and a stabilization plan
was 1ntroduced to eliminate hyperinflation In
1976 the government dramatically Liberalized
the foreign investment regime and strengthened
guarantees on private property rights that
encouraged mining investment Labor reform
designed to increase the flexibility of Chiles
labor market reduced government mandates
and payroll taxes The tax system was simpli-
fied, and other reform measures instituted a
value-added tax and lowered income and cor-
porate taxes to encourage investment and pro-
duction over consumption In 1981 the pen-
sion system was privatized, sharply increasing
national saving

However, in 1982 the government was
forced to devalue the currency in the face of a
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dramatic reversal 1n the country’s terms of trade
and the drying up of foreign credit The result
was a massive weakening of many of the coun-
try’s most important banks and corporations,
which had significant amounts of dollar-
denominated debt Subsequently, an appreciat-
ing currency, the conunued entry of cheap for-
elgn 1mports, and excessive deregulation forced
many industries into bankruptcy mn 1982
Unemployment increased markedly, and the
economy contracted by 14 percent The eco-
nomuc contraction generated strong public crit-
iasm within Chile, which forced the military
regime to halt the reform effort temporarily
The worst of the crisis was over by 1985, and
reforms began anew with the reprivatization of
the banks and corporations rescued during the
crists, as well as the privatization of energy com-
pantes and the telecommunications monopoly
Tariffs, which had been increased to 35 percent
during the crists, were lowered again to 11 per-
cent, and the central bank was given full control
over monetary policy

When Pinochet came to power, he was at
first supported by the major political parties of
the right and center But certain important seg-
ments of society soon began to oppose him, and
then all political activity was banned The par-
ties of the left were largely destroyed, their lead-
ers erther put in jail, killed or exiled Pinochet
was thus able to follow the path of economic
reform with little opposition, even though the
social costs of dislocation were particularly high
in the mud-1970s

A dramauc change 1n political attitudes took
place n the late 1980s Fueled by the desire to
live under civiian authority and by a growing
recognition of the benefits brought about by eco-

nomuc liberalization and growth, Chilean society
gained a new pragmatsm that favored compro-
muse rather than the ideological antagonism
charactenistic of the previous thirty years New
democratically elected governments since 1990
have continued the country’s liberal economic
program but shifted government resources
toward social programs to combat poverty

Orthodox monetary and fiscal policies,
market liberalization, and increasing 1nvest-
ment m human capital and infrastructure are
currently the key characteristics of the Chilean
economy Monetary policy 1s in the hands of an
independent central bank that seeks OECD
levels of inflaion Foreign exchange operations
are unregulated The exchange rate 1s allowed to
float within a band defined 1n comparison with
a basket of currencies Chile has had budget
surpluses since 1987, and debt payments con-
stituted only 3 percent of government expend-
tures 1n 1996 Public sector employment 1s less
than 7 percent of total employment, and the
public sector’s proportion of GDP stands at 5 7
percent, far below that in the United States

Liberalization has resulted 1n the expansion
of traditional export industries, such as mining
and fishing, as well as new industries producing
wine, frut, and cellulose Tourism has also flour-
ished This diversified export sector has been the
main driver behind the economic expansion over
the past ten years exports grew from 29 percent
of GDP 1n 1985 to 38 percent in 1995

The volume and quality of investment n
Chile are high because of financial liberaliza-
tion Gross capital 1s estimated to have reached
29 percent of GDP 1n 1996 The domestic sav-
ing rate is also hugh by Laun American stan-
dards, hovering around 25 percent of GDP n
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the 1990s As a result the country 1s financially
self-sufficlent Much of the saving has been
achieved through the privatized pension sys-
tem, which 1s now being duplicated in many
other countries Chile also has a sophisticated
capital market, including venture capital
resources The country’s stability has in turn
encouraged foreign direct investment, which
has also accelerated economic development

Chile continues to 1ntegrate with the global
economy Its export markets are varied Within
the Latun American region, 1t pursues integra-
tion through trade accords such as Mersocur,
which also includes Argentina, Brazil, Paraguay,
and Uruguay

One of the government’s main priorities 1s
the eradication of poverty The poorest have been
given wider access to training, education, health
care, housing, and basic infrastructure (water,
electricity, paved roads) as well as mucroenter-
prse credit The proportion of the population
living 1n poverty in Chile was lowered to 28 per-
cent 1n 1994 from 45 percent in 1987

While the country currently has an elected
government, democracy s not perfect in Chule
Under the 1989 constitution written by the
military government, Pimochet remamed the
commander-in-chief of the armed forces unul
he stepped down 1n March 1998 and became a
senator for life A number of senators are not
elected by the atizens of Chile, and four of
these are chosen by the armed forces The mili-
tary also has a constitutionally mandated pres-
ence 1n the National Security Council, which
deals with high-level matters regarding national
security and the consutution This body also
nominates two of the seven members of Chule’s
Constitutional Tribunal, which rules on the

constitutionality of laws and executive decrees
The judiciary 1s independent and 1s known for
being one of the most corruption-free systems
in Latin America However, 1ts slow and com-
plicated procedures tend to give the advantage
to those who can afford the best legal advice

Chiles Education score of 71 compares
well with the Latun American average of 56
Ninety-nine percent of Chilean children are
enrolled in primary school, of whom 95 percent
reach the fifth grade However, as 1n the rest of
Latin America, the quality of education 1s not
equivalent to that in developed and the Asian
newly industrializing countries Poor teaching
methods and the low number of annual school
hours are major contributing factors

Chile has some of the best health condi-
tions 1n Latin America Health spending shifted
from curative to preventive measures in the
1970s and 1980s, allowing health standards to
go up while spending decreased Ininatves
focused on investment in water and sewage
infrastructure, free vaccination programs, and
the extension of mother and child health pro-
grams, particularly for the poor Public hosps-
tals and health services need much improve-
ment, however, despite increasing budgets in
the 1990s As in other NICs, resources are not
always efficiently used in the public sector
Chile provides health care coverage through a
mixed private-public system All workers are
required to pay 7 percent of wages to the health
insurance program of their choice, whether the
national public provider or one of the more
than thirty private providers Most poorer indi-
viduals partcipate in the government plan

Like other rapidly growing countries, Chile
is often criticized for putting growth ahead of
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environmental protection Aur pollution due to
heavy vehicle traffic 1s at dangerous levels 1n and
around the main urban areas Santiago, in par-
ticular, suffers from severe air pollution during
the winter as a result of thermal inversion and
the lack of winds Laws designed to cut down
industrial emissions are not always enforced
Water pollution 1s also a threat, mostly because
raw sewage and unprocessed industrial waste
are dumped 1n the country’s lakes and rivers

Aspiring NICs
Thus group consists of developing economues on
their way to becoming the newly industrializing
countries of the future Aspiring NICs score
very well on Economic Performance, although
on average therr Compettiveness scores are well
below those of the NICs Most of these nations,
however, need to achieve considerable improve-
ments 1n Health, Education, Environment, and
Democracy and Freedom, on which they gener-
ally score closer to the world averages than to the
industrialized nations

We choose Botswana as the case study of
an aspiring NIC because 1t 1s not commonly
thought of as such It 1s important to recognize
that aspiring NICs represent a diverse collec-
tion countries from Africa, Asia, and Central
and South America Other examples include
China, Colombia, Costa Rica, El Salvador,
Indonesia, the Philippines, Srt Lanka, Thailand,
and Uruguay

Botswana > When 1t gained independence
from Britain 1n 1966, Botswana was one of the

9See Harvey and Lewss (1990) Hope (1997) Perrings
(1996) Stedman (1993) World Bank (1989)

world’s poorest countries Most observers
believed there was little hope that 1t would
become any less dependent on international
aid Yet from 1965 to 1985, Botswana exper:-
enced the most rapid growth of GNP per capita
of any country mn the world (83 percent)
Accompanying the growth of real output, for-
mal sector employment grew at 9 6 percent per
year, and 1ts measures of real welfare, such as life
expectancy and infant mortality, improved to
become among the best in Africa The five-year
drought of 1982-87, perhaps the most pro-
tracted during that period 1n Africa, produced a
relatively small increase in malnourishment and
had little measurable effects on death rates
Overall, the contrast with experience 1n much
of the rest of sub-Saharan Africa could hardly
be greater

The structural changes in Botswana’s econ-
omy and society have been almost as dramatic
as 1ts GDP growth As employment has shifted
away from agriculture, the population has
rapidly urbanized, wage employment 1n non-
agricultural sectors has grown, rauos of both
investment and saving to GDP have increased
dramaucally, the share of wvisible exports n
GDP has nisen sharply, and the country’s sub-
stantial rellance on grant aid to balance both
government budgets and external payments has
been transformed to a position of substantial
external financial assets

At 1ndependence, large-scale cattle ranch-
ing was the mainstay of Botswana’s economy
However, the growth of diamond output and
the exploitation of copper-nickel reserves since
1971 have led to significant expansion of the
economy, even though it remains considerably
undiversified Agriculture and mining now
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dominate, with mining having overtaken agri-
culture as the largest contributor to GDP Man-
ufacturing has also grown rapidly, though from
a very small base

The rapid increase in diamond export rev-
enues during the 1980s enabled the govern-
ment to finance major infrastructure projects
and pursue significant improvements in the
welfare system The economy, however, remains
extremely vulnerable to external forces, particu-
larly fluctuations in the world dramond market

An essential component 1n Botswanas eco-
nomic growth has been the pragmauc leadership
of the government Throughout the first two
decades of independence, the government
exhibited a coherent view of development and
priorties, which 1t adjusted to meet changing
realities and circumstances Prudent advice from
outside economic advisors, many from Willams
College 1n the United States, contributed to
sound policymaking The government made
efforts to anucipate both problems and oppor-
cunittes In advance of major drought cycles,
studies were commuissioned and institutions
were developed to mumimuze the impact of
future droughts The government also pursued
sophisticated foreign exchange management
policies to create realistic annual spending pro-
jections Finally, it chose projects carefully based
on economic and social returns, and allowed few
white elephant’ or prestige projects

Botswanas political record 1s equally
remarkable In five national elections between
1965 and 1984, the Botswana Democratic Party
won large majorities against several opponents
in 2 muluparty system On two occastons a serv-
ing vice president of the country was defeated 1n
a reelection bid Botswana does not hold politi-

cal prisoners, has maintained freedom of speech,
assoctation, religton, and the press, and has
appointed a small number of 1ts minonty white
population, as well as black citizens from a vari-
ety of the country’s ethnic regions, to senior
political and administrative posts without any
quota-based system of representation

This impressive economuc and political per-
formance was achieved under strained circum-
stances Not only were the beginnings mostly
disadvantageous—a four-year drought, virtually
no infrastructure, and only a handful of univer-
sity and high school graduates—but, in addi-
tion, landlocked Botswana was surrounded by
white minority regimes in Namibia, South
Africa, and Southern Rhodesia (now Zim-
babwe), which were hostile to the country’s non-
ractal approach to politics and government

Botswana has a well-developed decentral-
1zed primary health care system, with nineteen
district health teams In 1993 there were 16
general hospitals, 14 primary hospitals, 201
chinics, 313 health centers, 364 doctors (2 4 per
10,000 people), and 3,355 nurses (224 per
10,000 people) Although severe malnutrition
s rare, undernutrition 1s becoming increasingly
serious due to the droughts of the past decade
Moreover, the mcidence of AIDS 1s increasing
An estimated 10 percent of the total population
1s infected with HIV Children make up almost
one-fifth of all HIV-positive cases, while
women outnumber men by 30 percent A
National AIDS Prevention and Control Pro-
gram has been established, and the Nauonal
AIDS Commuttee promotes education and pre-
vention measures

Since independence the provision of educa-
tton has increased dramatically In 1994,
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310,000 children attended 670 primary schools
Secondary-level enrollment was 86,700 in 1994,
two-thirds 1n government or grant-aided schools
and the rest in private schools The government
has made a long-term commitment to universal
access to secondary education by implementing
a large school-building program and abolishing
fees for publicly provided secondary education
In 1994 over 10,000 students were enrolled n
tertiary-level education

“Typical” Developing Countries
While all nations are unique and should be
viewed as such, this typology captures the char-
acteristics of many “middle-of-the-road” devel-
oping countries that are neither strong nor poor
performers but have endured the trials and
tribulations of the development process with
uneven results Many industrialized and newly
industrializing countries presented characteris-
tics of this typology earlier in their development
histories Several “typical” developing countries
have passed through a phase in which the state
sector expanded to domunate the economy
Others have attempted to use protectionist and
import substitution policies to boost economic
growth, and have not yet changed these policies
as their benefit has declined A large number are
currently undertaking policy reform and eco-
nomic restructuring, and some are becoming
better positioned for a stage of economuc take-
off as a result

The Dominican Republic serves as a case
study of a “typical” developing country Of the
many other nations that fall in this category,
examples include Bolivia, India, Pakistan,
Papua New Guinea, and Peru

Domimican Repubhic 1 The Dominican
Republic 1s “typical” in a sense that 1ts develop-
ment web scores are reasonably close to world
averages 1n every vector Its Economic Perfor-
mance score 1s relauvely high, as a result of
unusually strong economic growth in the
1990s Its scores on Educatuon and Environ-
ment are shightly below the world averages

The experience of the Dominican economy
during the past five decades can be described as
a seties of growth and stagnation cycles During
the 1950s, 1t expanded relatvely rapidly, as a
result both of the early positive effects of the
Dominican import substitution industrializa-
tion strategy and of strong global demand for
Dominican commodities to supply postwar
reconstruction From the late 1950s through
the mid-1960s, growth slowed due to nstabili-
ties resulting from political conflict and avil
war In the following decade the economy
returned to rapid growth owing to the combu-
nation of a return to political stability and a
favorable external environment The key engine
of growth was exports, which enjoyed prevail-
ing high world prices

Economic growth rates dropped sharply in
1976-84, as a result of inadequate adjustment
to the OPEC ol crisis and the subsequent
decline 1n global economic activity Gains from
the tmport substitution policy, which heavily
protected domestic industry, began to fall off
rapidly The nation’s terms of trade deteriorated
rapidly, and the public sector deficit rose
sharply The years between 1984 and 1991 rep-
resent a pertod of fundamental adjustment The
peso was devalued, monetary policies were

10See SRI International (1996) World Bank (1995a 1996b)
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tightened, and energy prices were raised How-
ever, the government continued to swing
between the desire to achieve stability and the
politically driven need to stimulate demand and
output Per capita output and living standards
actually declined 1n the latter half of the 1980s
The only major positive development during
this period was the rapid growth of free-zone
assembly operations and tourism, both of
which have become mainstays of the economy
In response to the economic criss, the gov-
ernment introduced an emergency stabilization
initiative the New Economic Program (NEP)
in August 1990 The NEP incorporated a set of
strong stabilization measures, including fiscal
and monetary restraint, exchange rate unifica-
tion, and trade and financial market liberaliza-
tion The economy reacted rapidly and posi-
tively The fiscal deficit was eliminated 1n 1991,
inflation fell to moderate levels, and the
exchange rate stabilized Output also increased
in 1991, after having declined for the previous
two years However, these gains were not sus-
tained, and conditions deteriorated 1n
1993-94 In the period leading up to the 1994
election, the governments structural reform
program stalled, the flexible exchange rate
regime was abandoned, and financial policies
weakened Since 1994 real GDP has been
growing moderately, 1n the 4-5 percent range
The long-run growth of the Dominican
economy has been modest by international
standards Over the past thirty years, real out-
put has expanded by an average of 5 percent
annually Given the rapidly growing popula-
tion, this represents real growth of about 2 per-
cent tn per capita GDP Such a rate of growth,
while reasonable, 1s not sufficient to propel the

economy to higher absolute or relatve plateaus
of development within a reasonably short time
frame, much less to reduce the mnadence and
level of poverty With a per capita output of
US $1,492 1n 1995, the Dominican Republic
ranks among the worlds low-middle-income
countries At the hustorical growth rate of about
2 percent, 1t would take more than thirty years
for the Domunican Republic to double 1ts 1995
per capita income level

The social sectors in the Dominican
Republic have long suffered from neglect, inad-
equate funding, and mismanagement Public
spending has tended to gravitate toward high-
profile projects, often chosen for political rea-
sons rather than for yielding high social returns
For example, 1n 1994, 35 percent of the total
education budget was spent to construct new
schools, even though observers agree that the
most pressing needs of the public schools sys-
tem are increased teacher compensation and
training and adequate materials and facilities
for existing schools While primary education
spending 1s quite progressive, a high percentage
(30 percent) of the government subsidy to unt-
versities benefits only the wealthiest 20 percent
of the population Inadequate resources and
musplaced priorities 1n the Domunican educa-
tion system are manifested 1 high dropout
rates, the primary school completion rate is one
of the lowest 1n the world In the web model,
the Dominican Republic’s score in the educa-
tion vector 1s below both the world and the
regional averages

Government expenditures on public health
as a percentage of GDP were lower than on
education, averaging 2 percent 1n the 1990s
This 1s low by developing country standards
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and 1s one of the lowest levels of health spend-
ing 1n the Caribbean and in the world As in
education, insufficient resources have led to an
acute shortage of public health care services
While the government has opted to provide
widespread health care, quality 1s poor and
there are serious problems with service delivery
The approximately 5,000 doctors in the
nation’s Soctal Security Health Care System
average only 19 appomntments per day Most
devote the majority of their ume to private hos-
pttals or private practices because of the poor
compensation they recerve in the public system
Public hospitals suffer severe shortages of essen-
tial hospital equipment and basic materials and
supplies, such as bed sheets, syringes, and med-
wcines In general, health indicators have
improved over the past ten years in the Domini-
can Republic, but overall standards remain
below those of many countries in Latin Amer-
ica The imitiauves with the greatest impact
have been preventive measures and programs
directed at vulnerable groups, including moth-
ers and children, especially those living in
remote rural regions

Since achieving independence, first from
Spain 1n 1821 and then from Hait1 1n 1844, the
Dominican Republic has endured a history of
dictatorship, political assassination, and con-
flict President Joaquin Balaguer ruled the
country for twenty-two years of the thirty years
between 1966 and 1996 The 1996 elections
put Leonel Fernandez and his Dominican Lib-
eration Party at the head of a coalition govern-
ment There 1s no clear linkage between democ-
ratization and economic and social development
in the Dominican Republic However, 1t 1s
likely that public discontent with widespread

poverty and the lack of economic opportunity
has strengthened the citizens’ determination to
give another party a chance to improve the sit-
uation As its democratic institutions mature,
constituent groups in the Dominican Republic
are expected to become more vocal in their
demands for increased public spending on
essential social services

Highly Challenged Nations
This typology contains countries at the lowest
levels of development They are typically char-
acterized by ongoing political strife or civil war,
totalitarian political regimes, and the absence of
law and order Their governments are unable or
unwilling to provide even the most basic social
services or infrastructure The extent of eco-
nomic instability 1s sufficient to preclude nor-
mal financial and real market functions Pro-
ductive private nvestment remains low, and
employment opportunities are very limited
Their poor political and economic conditions
often 1solate these nations from international
trade, investment, and finance

With some exceptions, highly challenged
countries tend to score below the world average
in all the categories analyzed 1n this study
Poverty 1s widespread, and social performance 1s
abysmal, with rampant disease, lack of access to
health and education services, poor sanitation,
and generally dismal standards of living Such
countries pose the greatest challenge to devel-
opment practitioners

Rwanda 1s presented as an example of a
highly challenged nauon Others that fall into
this category include Burundi, Cameroon,
Cambodia, Haiti, and Malaw:
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Rwanda !! This small, densely populated,
resource-poor, landlocked country in Central
Africa has been beset for decades by chronic
poverty and ethnic conflict between the Tutst
and Hutu peoples Years of tribal violence came
to a head 1n April 1994, when an arrplane car-
rying the presidents of Rwanda and Burundi
was shot down under suspicious circumstances,
killing both In retaliation for the assassination
of the ethnic Hutu president, Rwandas Hutu
extremusts, supported by the government-con-
trolled army, set out to extermunate the Tutsi
population as well as moderate leaders within
their own ranks An estmated 500,000 people
were killed 1n the violence The Rwandese
Patriotic Front (RPF), composed mainly of Tut-
sts, responded by ousting the government and
driving the Hutu militia groups and the army
out of the country Nearly 2 million Hutus were
forced from their homes and sought refuge in
neighboring Congo, Burundi, and Tanzania

A new government dominated by the RPF
was formed 1n July 1994 following the Arusha
accords Although the fighung has stopped,
nearly 1 7 million Rwandese remain 1n refugee
camps because they are afraid to return to their
homeland The Rwandese government and the
lnternatlona_[ community continue CEOITS to
aid and facilitate the return of the refugees

Even before the outbreak of violence n
1994, Rwanda was among the poorest nattons in
Africa The economy was predominantly rural,
with 95 percent of the population derving their
livelthood from subsistence agriculture The civil
war has had devastatng effects on the economy

Real GDP declined by nearly one-half 1n 1994,

HSee World Bank (1995b 1996a 1996b)

1t has recovered partially since that ume In 1995
agricultural and industrial output were sull at
only 67 percent and 40 percent of prewar levels,
respectively Rwandas once promusing tourism
sector also collapsed as a result of the fighting
Foreign assistance amounted to 172 5 percent of
imports, equivalent to US $56 per capita, 1n
1995 External debt outstanding was equivalent
to US $1 billion at the end of 1995, almost 80
percent of Rwanda’s GDP Scheduled debt oblig-
ations represent nearly half of exports of goods
and nonfactor services

Rwanda has not always had poor develop-
ment performance During the 1960s and
1970s, the country experienced relatvely high
rates of economuc growth (5 percent a year on
average) owing to political stability, prudent
economic and fiscal management, high coffee
prices, and high levels of external assistance
This generated budget surpluses and large
external reserves The Rwandan government
invested heavily i infrastructure, improving
roads, telecommunications, and air transport
facilities, as well as social conditions Unul the
mid-1980s, Rwanda was able to meet the food
needs of 1ts growing population

The economuic situation began to deterio-
rate in the 1980s as coffee prices fell, arable land
became more scarce, and public spending grew
less efficient Between 1979 and 1990, the
Rwandese franc was allowed to appreciate 1n
real terms, even though terms of trade were
detertorating The sharp fall 1n world coffee
prices in 1987 precipitated the currency’s
decline The government responded to the fall
in world coffee prices by increasing controls
over the economy rather than adjusting to the
external environment and maintaining compet-
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itrveness In 1990, with the aid of the World
Bank and the International Monetary Fund,
the Rwandan government embarked on an eco-
nomuic reform program to stabilize the economy
and enhance competitiveness, improve resource
allocation, and lay the policy framework for
sustatnable growth and poverty reduction The
ambitious program was ultimately derailed by
the events of 1994

Rwanda’s social indicators, once above sub-
Saharan African averages, began to deteriorate
significantly 1n the late 1980s In 1992 life
expectancy was only forty-nine years, and
health conditions were continuing to spiral
downward Maternal mortality remains high
because of the high inadence of pregnancy,
insufficient maternal care, and increasing mal-
nutrition An esttmated 20 percent of newborns
are underweight The 1991 Demographic and
Health Survey shows that 45 percent of Rwan-
dan children suffer from chronic malnutrition,
which has contributed to an increased infant
mortality rate Other evidence indicates a high
prevalence of parasitic infestation and diarrhea

Rwanda 1s among the countries most badly
affected by the AIDS epidemic A survey in
1986, relatively eatly 1n the history of the dis-
ease, estimated HIV infection rates in urban
areas at 18 percent for the general population
and 30 percent for adults between the ages of
twenty-six and forty The problem conunues to

intensify As many as 30 percent of pregnant
women attending prenatal clinics 1n Kigali are
HIV positive, and 90 percent of all deaths
among women of childbearing age 1n urban
areas are caused by AIDS Rwanda has over
60,000 AIDS orphans

Before the civil war, primary school enroll-
ment was only 65 percent in Rwanda, and the
proportion contmnues to decline The problem
1s compounded by the low transition rate from
primary to secondary education (8 percent) It
1s nearly impossible for the average poor house-
hold to afford to send all of 1ts children to pri-
mary school And with restrictions on labor
mobility and the low transition rate to sec-
ondary school, parents see little advantage 1n
sending their children to primary school

Agricultural productivity has not been able
to keep up with populauon growth As a
results, the periodic famines have become
increasingly frequent and the well-being of the
population 1s highly vulnerable to shght
changes 1n prices and weather The rapid popu-
lation growth and very hugh population density
have led to dramatic deforestation, as people
attempt to create more arable land and settle on
very steep hilltops Additional environmental
problems include dangerous landslides caused
by settlement on overly steep slopes and respi-
ratory illnesses resulting from poor venulation
and 1indoor cooking fires

Summary Findings



Chapter 6

COUNTRY WEBS

his chapter presents development web
scores and accompanying analysis for
100 countries Initially, 108 countries
were rated under the web model How-
ever, owing to the lack of data and information,
1t 1s not possible to compute meaningful vector
scores and construct development webs for
eight countries Bahrain, Bhutan, Cyprus, Iraq,
Sudan, Swaziland, Syria, and the United Arab
Emirates
Countries are listed alphabetically below
For each country, a table indicates 1ts scores on
the six development progress vectors, along
with those of 1ts region or grouping Web dia-
grams depict several sets of vector scores the
country’s scores, the highest scores achieved by
any country for each vector, the maximum
achievable score (100 for each vector), and
world average scores In this way individual
countries can be benchmarked against a range
of standards region or grouping, best practice,
and world average
Each country’s development web 1s accom-
panied by a discussion of its conditions and
how they are related to its vector scores For
brevity, the discussion 1s divided 1nto three sub-
stantive sections “economic development” cov-
ers the economic performance and competitive
foundations vectors, “social development and
the environment” addresses performance 1n the

health, education, and environment vectors,
and the third section 1s devoted to the democ-
racy and freedom vector

A wide range of sources have contributed
to the descriptive assessments Information on
the economic development of individual coun-
tries 1s drawn primarnly from the following (see
the reference list at the end of the book for
details) Asian Development Bank, Aszan
Development Outlook 1995 and 1996, Econo-
must Intelligence Unit, EIU Country Reports,
and World Bank, Adjustment in Africa Lessons
Jfrom Country Case Studses, The East Astan Mar-
acle  Economic Growth and Public Policy, and
Trends 1n Developing Feonomzes

Sources for the descriptions of social devel-
opments include Organization for Economic
Cooperation and Development (OECD), Edu-
caton at a Glance OFCD Indicators and The
Reform of Health Care Systems A Review of Sev-
enteen OECD Countries, Pan American Health
Organization, Health Conditions in the Amer-
cas, and World Bank, Trends in Developing
Lconomues

Discussions of environmental conditions
are primanly drawn from World Bank, Zrends
in Developing Economzes and World Resources
Insutute, 1994 Information Please Environmen-
tal Almanac

Descriptions of political condiuons, levels

Country Webs
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of freedom, and cvil liberties are drawn pri-
marily from Freedom 1n the World Annual Sur-
vey of Politscal Rights and Civil Libertses, pub-
lished by Freedom House

Several important points should be kept in
mind regarding individual country scores and
descriptions of performance The vector scores
do not encompass all possible factors that mighte
influence a nation’s achievement 1n a given area
For example, economic performance can be
affected by geographic location, and health
conditions depend 1n part on the prevalence of
infecuous disease Competitiveness can hinge
in part on the degree to which economic activ-
1ties are carried out by private firms as opposed
to state-owned enterprises In some cases
important determinants are not quantifiable,
while 1n others, comparatve data simply do not
exist for a large number of countries

Vector scores are meant to provide a2 measure
of overall performance 1n each functional area,
and on balance the scores achieve that end Nev-
ertheless, national leaders and development prac-
utioners should recognize that hugh scores do not
suggest that all 1s necessarily well 1n a given area

Every country faces problems and challenges 1n
each economuc, social, and political sphere Con-
versely, low scores do not indicate an absence of
positve developments in that domain

The country descriptions seek not only to
describe the primary reasons for web score per-
formance, but also to provide additional infor-
mation on domestic conditions, developments,
and the factors at work 1n each vector Hence
the descriptive sections may sound more “post-
tve” or “negative” than would seem warranted
by the web scores themselves To a certain
extent thus 1s due to the fact that many sources
deal with factors not explicitly scored or tend to
focus on problems rather than achievements

It 1s hoped that the country web scores and
descriptions will be used in the manner in
which the model 1s intended, not to assign
acclam or disapproval for national perfor-
mance, but rather to offer an objective bench-
mark and especially to point out areas of devel-
opment requiring more concerted action and
progress In this way the development web
model can be applied as an analytical tool to
support development 1nitiatives

Country Wehs



Benchmarks

GLOBAL

Y Feew e Economic
R Performance
|~ Veelar
F .Y
Economic Demaocracy &
Performance 67 56 Freedom Competitiveness
Competitiveness 48 41
Health 71 58
Environment
Health
Education 84 54
Environment 36 48
Education
Democracy & 59 52 Maximum @ Highest Country '::: World
Freedom Achievable Score Score Average
Score (100) Achieved

ARGENTINA

Economic Development Once among the
world’s most prosperous economuies, Argentina
has experienced slow and sometimes negative
economic growth for over four decades since
the 1940s Throughout the 1970s long-term
growth declined sharply, and in the second half
of the 1980s Argentina suffered 1ts longest eco-
nomuc stagnation of the century

Since 1991 the government has sustained
structural adjustment reforms that have pro-
gressively improved economic foundations The
Law of Convertbility, enacted 1in April 1991,
established a bold framework for maintaining
convertibility of the domestic currency with the

US dollar Since then economic stability and
competitiveness have improved, with ughe
monetary discipline to contain 1nflation
Argentina achieved an impressive average
annual rate of GDP growth of 6 7 percent from
1990 to 1994

Argenuna scores 67 on Economic Perfor-
mance, higher than the regional average of 56
On Competitiveness 1ts score 1s hurt by the
triple-digit average inflation rate over 1984-94
as well as by 1ts relauvely low exports-to-GDP
ratio The country scores 48 on Competitive-
ness, compared with an average of 41 1n Latin
America and the Caribbean
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Social Development and the Environment Pub-
lic services such as health, education, and
social services, 1n which the state has tradi-
tionally played a leading role, have steadily
deteriorated during the extended period of
economic stagnation and decline Public sec-
tor financing of social services has eroded since
1982 as a result of economic 1nstability, infla-
tion, and the adjustment measures of the
1980s Economic, political, and institutional
changes have led to an increase 1n poverty, a
drop in “formal” industrial employment,
increasing losses 1n the efficiency, effective-
ness, and equity of public spending on social
needs, and a reduction 1n the coverage and
quality of public services The shortage of
housing in urban areas, especially around
Buenos Aures, has given rise to shantytowns,
which raise health and other social risks

Argentina scores 71 on Health, which 1s
higher than the regional average but falls short
of scores achieved by several Latin American
countries that have lower levels of per capita
income, including Chile, Uruguay, Costa Rica,

Argentina

and Cuba On Education Argentina recerves a
score of 84, the highest in the region

The heavy concentraton of population and
industrial activities 1n urban centers, especially
around Buenos Aures, has led to acute problems
of air and water pollution and solid waste dis-
posal Increased use of pesticides and fertilizers
in farming areas has also polluted rivers Over
25 percent of the urban population and over 80
percent of the rural population do not have
access to safe water Argentina scores 36 on
Environment, below the regional average of 48

Democracy and Freedom Argentina is a democ-
racy 1n which citizens have the night to change
their government However, democrauc institu-
tions have been challenged by President Carlos
Menem’s attempts to suspend the constitution
and rule by decree The judiciary has not earned
the trust of Argentinean citizens in upholding the
law and bringing about justice Journalists critical
of the government are somenmes targets of
harassment and inumidation by secunty forces
Argentina scores 59 on Democracy and Freedom,
compared with a regional average of 52

Country Wehs
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AUSTRALIA

Economic
Performance
Econommc
Performance 62 48 Competitiveness
Competitiveness 66 70
Health 96 96
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Education 96 95 9%
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Democracy & 08 95 Maximum ‘ Highest Country  « % world
Freedom Achievahle Score Score . Average
Score (100) Achieved

AUSTRALIA

Economic Development Australia has a rela-
tively prosperous capitalist economy, with a per
capita GNP comparable to that of the western
European countries Rich in natural resources,
Austrahia 1s a major exporter of agricultural prod-
ucts, munerals, metals, and fossil fuels Of the top
twenty-five exports (by value) in 1995, twenty-
one were primary products Because of 1ts depen-
dence on the export of primary products the
economy 1s subject to big swings as prices and
demand 1n the world market fluctuate

During the 1990s, Australian policymakers
have begun a major transition away from an
economic structure dominated by commodicy

sales, 1mport substitution, and protectionism
Import tariffs have been reduced significantly
and many government-owned enterprises have
been privatized or deregulated, including ar-
lines, natural gas, water, electricity, and
telecommunications Airports and ports have
also been privatized, and the state-owned rail-
road has recently been offered for sale to the
public

Australia scores 62 on Economic Perfor-
mance, compared with the industrialized
country average of 48, boosted by a healthy
3 4 percent GDP growth rate as well as an
impressive 7 6 percent export growth rate

Country Webs



between 1990 and 1994 Its score of 66 on
Compeutiveness 1s just below the industrial-
1zed country average

Social Development and the Environment Aus-
tralia 1s a highly literate society where education
1s compulsory between the ages of six and fif-
teen years Education policy emphasizes equal-
ity 1n the provision of resources within the pub-
lic system and of assistance to low-income
students 1n private schools About three-quar-
ters of all students complete the final (twelfth)
year of secondary education Over the past ten
years, the number of students enrolled 1n higher
education has increased 63 percent, while the
number undertaking postgraduate studies has
increased 178 percent Australia’s Education
score of 96 1s above the industrialized country
average

Australia’s health indicators are comparable
to those of other OECD members In 1984
Australia implemented a universal health pro-
gram, known as medicare, that provides access
to free hospital care and to medical care and
prescription medicines at reasonable prices The
program has caused a major shift 1n funding
sources for health care and a marked change in

Australia

the government’s role in public health financ-
ing On Health Australia scores 96, which 1s the
industrralized country average

Australia’s environmental problems are
mainly related to land degradauion and the
protection of endangered species Overgraz-
ing, destruction of nauve vegeration, and
urbamization have resulted 1n salinizaton and
erosion Many unique plants, mammals, birds,
and fish are at risk of extinction, primarly
because of the loss of natural habitats Indus-
trial actuvities have also caused high levels of
greenhouse gas emissions Australia scores 56
on Environment, just below the industrialized
country average of 60

Demacracy and Freedom Australia 1s an estab-
lished democracy where fundamental freedoms
are guaranteed by law and respected in practice
The judiciary s fully independent of the execu-
tive branch Major outstanding issues mostly
relate to the indigenous population, including
land rights and the continued disparity in social
well-being between nauve and nonnatuve
groups Australia recetves a score of 98 on
Democracy and Freedom, above the industrial-
1zed country average of 95
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AUSTRIA

Economic Development Austria boasts a pros-
perous and stable economy A sizable propor-
tion of industry 1s still in the hands of the state,
but a privatization program 1s under way
Thanks to an excellent endowment of raw
materials, a technically skilled work force, and
strong links to German firms, Austria has occu-
pied specialized niches in European industry
and services (tourism, banking) as well as agri-
culture Following the fall of communism in
eastern Europe and German unification,
exports to Germany have nisen sharply and
exports to eastern Europe have also increased

Austrias economic problems include an

aging population, the high level of state subsi-
dies, and the struggle to keep welfare benefits
within budget capabiliies Economic growth
has been fairly slow in the 1990s, with real
GDP growing at only 1 6 percent per year over
1990-94 In the competitiveness vector Austria
recetves high scores in the areas of saving,
exports, and credit raungs However, 1t has less
than half as many scienusts and engineers per
million persons as Germany, the United States,
Japan, Finland, or Norway

Austria scores 51 on Economic Perfor-
mance and 76 on Competitiveness, just above
the averages for industrialized countries
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Social Development and the Environment Aus-
tria has an excellent education system and
scores 100 1n the education vector Attendance
at the extenstve network of state institutions 1s
free, and the government provides family
allowances and free transportation to students
up to the age of twenty-seven, as well as direct
grants, talent scholarships, subsidies for study
abroad, and subsidized health insurance for stu-
dents In 1993 the total expenditure on educa-
tion represented 53 percent of GDP Adule
illiteracy 1s minimal, and more than 40 percent
of the population goes on to higher education

Health care services are provided by both
state and private institutions, financed chiefly
from public funds Central to Austria’s health
care system 1s a compulsory social insurance
scheme, which provides health coverage for 99
percent of the population Overall health indi-
cators are very good Infant mortality 1s only 6
per 1,000 live births, and Iife expectancy has
risen to seventy-seven years Austria’s Health

Austria

score of 96 1s in line with the industrialized
country average

Forests cover about 38 percent of Austria’s
territory, and one of the country’s chief environ-
mental problems 1s forest degradation, including
severe defoliation caused by a combination of air
and soil pollution Industry has recycled raw
matertals since 1973, and municipaliies are
now beginning to recycle solid waste Austria
recerves a score of 66 on Environment, above
the average for industrialized countries

Democracy and Freedom Austria 1s an estab-
lished democracy, voung 1s compulsory in some
provinces Fundamental nghts are guaranteed by
the consutution and protected 1n practice A
notable exception 1s the restriction placed on Nazi
organizations, which are illegal Freedom of expres-
ston 1s respected, with the excepuon of publicly
denying the Holocaust and justifying Nazi crimes
In other aspects the media are generally free Aus-
tria scores 98 on Democracy and Freedom, just
above the industrialized country average of 95
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BANGLADESH

Economic Development Bangladesh 1s one of
the poorest countries in the world, with a per
capita income of U'S $240 1n 1995 It has lim-
1ted natural resources and a population density
three tumes that of India or China Rapid pop-
ulation growth has strained its economic
resources The country 1s also highly vulnerable
to weather shocks, including cyclones and
floods

Bangladesh has made important strides 1n
improving its economic foundation and perfor-
mance 1n the past decade Since 1991 the coun-
try has implemented a structural adjustment
program (financed by the International Mone-

tary Fund) aimed at sumulatng private sector
growth, improving fiscal and monetary man-
agement, reforming public enterprises, and lib-
eralizing the trade regime Bangladesh achieved
a healthy annual GDP growth of 4 2 percent
and an impressive export growth of 11 7 per-
cent from 1990 to 1994 Bangladesh scores 66
on Economic Performance and 22 on Compet-
1veness, 1n both cases below the Asia average
Social Development and the Environtnent The
overriding goal 1n terms of social development
in Bangladesh 1s the alleviation of poverty Since
independence 1n 1971, the country’s popula-
tion has increased by some 45 mullion, severely
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hampering poverty alleviauon efforts Rapid
population growth has greatly increased the
number of rural, landless households and of the
urban poor and has stretched social services

Literacy, health, and nutrinon indicators,
although still low, have shown impressive gains
over the past two decades There have also been
sustained tmprovements n infant mortality
rates, life expectancy, and gross primary school
enrollment rates However, the adult literacy
rate 1s among the lowest 1n the world, and pri-
mary and secondary enrollment rates remain
significantly lower than for countries at sumular
income levels Programs to expand and improve
the quality of primary education are being
implemented, many funded by donor agencies
There has also been a rapid expansion of fund-
ing for girls’ education Bangladesh recerves 26
on Health, much lower than the Asia average of
52 It scores 11 on Education, the lowest 1n
Asia after Bhutan and Pakistan

Environmental problems in Bangladesh are
mostly related to water, whether too plenuful,
too scarce, or too polluted Serious and recur-
ning flooding 1n the coastal areas has killed or
displaced thousands of people 1n recent years
Deforestation 1n the Himalayas has aggravated

Bangladesh

floods 1n the wet season and reduced water sup-
ply in the dry season Many Bangladeshis lack
access to potable water Since most of 1ts water-
related environmental problems are ignored by
the web model, Bangladesh recerves a relauvely
high score of 66 on Environment

Democracy and Freedom While the citizens of
Bangladesh have the democratc means to
change their government, polical processes
such as rallies and elections are frequently dis-
rupted by violence The rule of law 1s weak, and
law enforcement groups and the mulitary are
often suspected of rights violation The torture
of suspects and the abuse of prisoners by the
police are serious problems The safety of jour-
nalists who criticize the government, the mili-
tary establishment, or fundamentalists 1s often
threatened

Women are discriminated against in many
aspects of society, including health care, educa-
tion, and employment Domestic violence
against women, largely related to dowry dis-
putes, 1s common While religions other than
Islam are allowed to practice freely, there 1s
some tension with the Hindu minornty
Bangladesh scores 50 on Democracy and Free-
dom, which 1s the world average
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BELGIUM

Economic Development This relatvely small,
private enterprise—oriented economy has capi-
talized on 1ts central geographic location, highly
developed transport network, and diversified
industrial and commercial base Industry 1s con-
centrated 1n the northern part of the country
With few natural resources, Belgium imports
most of 1ts essential raw materials The Belgian
economy 1s highly dependent on international
trade In 1994 export goods and nonfactor ser-
vices represented 69 percent of GDP, the high-
est level among industrialized countries

During the 1990s, the Belgian economy
has been marked by slow growth, with real

GDP growing by only 0 9 percent a year over
1990-94 Growth rates in gross domestic
investment were negative over this pertod, aver-
aging —1 7 percent annually In the compet-
uveness foundation vector, gross domestic sav-
ing 1s hugh, standing at 23 percent of GDP in
1994 Belgium scores 43 on Economic Perfor-
mance, just below the average for industrialized
countries On Competitiveness 1t scores 66,
also below the industrialized country average,
mainly because of its persistent budget deficit,
which ran at 6 4 percent of GDP 1n 1991-94
Social Development and the Environment Bel-
gium 1s a hughly educated society, with free
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compulsory schooling for twelve years Higher
education 1s subject to payment and registra-
tion fees Since 1990 there has been a marked
increase 1n the number of students enrolled in
higher education Belgium’s Education score of
97 1s higher than the average among industri-
alized countries Its Health score of 93 1s
shightly below the industrial country average,
mainly because of its relatively low rates of
child immunization

The major environmental problems are
related to pollution from industrial activites
Fines for polluting are so low that many com-
pantes would rather pay them than treat their
effluents adequately Belgium 1s also the home

Belgium

of a number of the smokestack industries that
contribute to Europe’s air pollution Belgium
scores 70 1n the environment vector, a relatively
high score compared with the industrialized
country average of 60, mainly because of the
low reported levels of per capita emission of
other greenhouse gases

Democracy and Freedom Governments are
democratically elected 1in Belgium, nonvoters
can be fined Each language group (that s,
Dutch, French, and German) 1s granted consid-
erable autonomy within its own region Most
fundamental freedoms are guaranteed by law
and respected 1n practice Belgium scores a per-
fect 100 on Democracy and Freedom

Country Wehs



GLOBAL Benchmarks

}

-4

=
Pt

I

International Comparison

Economic
Performanee
/
1 N
Economic Democracy & % )
Petformance 46 27 Freedom _ ! Competitiveness
Competitiveness 40 28 |
1
Heaith 14 20 “
Environment Health
Education 10 24
Environment 48 48
Education
Democracy & % 34 Maximurm @ Highest Country 1"} Worid
Freedom Achievahle Score Score Average
Score (100) Achieved

BENIN

Economic Development Benin, a small coun-
try with a population of 5 mullion, 1s highly
dependent on 1ts primary commodities and ter-
tiary actvities Cotton 1s a major contributor to
GDP and s the largest export commodity The
government’s soctalist economic policies since
the mid-1970s plunged the country into nearly
two decades of economic stagnation and
decline Between 1980 and 1993, GDP per
capita fell at a rate of 0 4 percent per year In
1989 Benin embarked on a new market-led
reform program which was renewed for
1991-93 These reforms aimed at improving
fiscal and monetary discipline, privatizing state-

owned enterprises, reducing price controls, lib-
eralizing the trade regime, and reorienting pub-
lic expenditure toward essential social services
The government also undertook a comprehen-
stve tax reform program that simplified tax rates
and reduced corporate income taxes

Benin receives scores of 46 on Economic
Performance and 40 on Compeutiveness,
which compare favorably with the Africa aver-
ages of 27 and 28, respectively

Social Development and the Environment
Despite poor social indicators the adjustment
program has brought about some 1mprovements
in living standards Higher cotton production

Country Webs



and producer prices have raised rural incomes
The reorientation of government expenditure to
health, education, rural development, and infra-
structure has helped to reduce poverty and
improve the living conditions of the poor How-
ever, the hugh fertulity rate (an average of seven
births per woman) and high population growth
rate (31 percent) will contunue to challenge
poverty reduction efforts Benin scores 14 on
Health and 10 on Education, below the Africa
averages of 20 and 24, respectively

In recent years widespread drought, popu-
lation pressure, poor land management, and
forest fires have seriously degraded extensive
areas of Benin, especially in the north The rate
of deforestatton 1n the 1980s was progressing at
three tumes the average for Africa Illegal hunt-
ing threatens to exterminate some important

Benin

protected species Limited access to safe drink-
ing water and inadequate sanitation services,
especially 1n the rural areas, are major causes of
disease Benin receives a score of 48 on Envi-
ronment, which 1s the average for Africa

Democracy and Freedom Benin held its first
free, multiparty election in 1991 Most funda-
mental freedoms are guaranteed 1n the consti-
tution and respected 1n practice The local press
operates with considerable freedom, and for-
eign pertodicals circulate freely The judiciary 1s
generally considered independent, although
inadequate staffing resources have limited 1ts
efficiency Workers’ rights to organize and join
unions, strike, and bargain collectively are
respected Benin recetves a score of 75 on
Democracy and Freedom, more than twice the
Africa average
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BOLIVIA

Economic Development With esumated per
capita income of US $800 1n 1995, Bolivia 15
one of the poorest countries 1n Latin America
In the face of a mounting economuc crisis and
rapidly deteriorating economuc and soctal con-
ditions, the government implemented a series
of stabilization measures beginning 1n 1985 and
succeeded 1n bringing about modest improve-
ments 1in the 1990s Comprehensive reform
programs cover all economic sectors, 1ncluding
the financial sector, public enterprises, trade
procedures, financial systems, the regulatory
and legal frameworks, and social sectors While
the exploitation of Bolivias rich mineral

resources has been dominated by public enter-
prises, private sector partictpation has been
encouraged and 1s now 1ncreasing

Bolivia scores 62 on Economic Perfor-
mance, above the regional average of 56,
because of its favorable growth rates in GDP,
exports, and domestic investment between
1990 and 1994 Bolivia recetves a score of 39
on Competitiveness, indicating that compets-
uveness foundations are still weak

Social Development and the Environment While
soctal conditions have improved since the late
1980s, an estimated 70 percent of the country’s
population continue to live 1n poverty Poverty
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1s especially acute in rural areas Bolivia’s health
indicators are among the worst in the regton In
recent years the government has placed
increased emphasis on social sector develop-
ment, poverty alleviation through community
involvement 1n essential services, and invest-
ment 1n human development The economic
stabilization program has also helped to
improve the relative position of the poor
Bolivia scores 31 on Health, the second lowest
score in Latin America and the Caribbean, after
Hait On Education it scores 48, just below the
regional average of 54

Deforestation 1s a major environmental
concern in Bolivia Indiscriminate clearing,
neffictent use of land, and poorly planned road
construction may soon deplete the eastern low-
lands of valuable resources Water pollution
threatens public health Pollutants discharged

Bolivia

by industry and from illegal cocaine production
are contaminating irrigation and drinking
water Only a quarter of the urban population
and 30 percent of the rural population 1n
Bolivia have access to safe water Bolivia scores
34 on Environment, which 1s lower than the
regional average

Democracy and Freedom Bolivian citizens can
change their government through democratic
elections The consutution protects fundamen-
tal freedoms, including those of expression, reli-
gion, and the right to organize political parties,
cwvic groups, and labor unions The judiciary
has been weakened by corruption and the influ-
ence of drug traffickers In recent years there
have been increasing reports of torture, brutal-
ity, and abuse committed by domestic law
enforcement agencies Bolivia scores 59 on
Democracy and Freedom
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BOTSWANA

Economic Development Botswana i1s one of
the most successful economies 1n sub-Saharan
Africa, owing to 1ts open and market-oriented
economic policies and prudent macroeco-
nomic and fiscal management In 1995 its per
capita income reached U S $2,800, placing 1t
ahead of Russia, Poland, Venezuela, and
Turkey Over 1984-94, per capita GDP grew
at an umpressive annual rate of 6 6 percent
The country 1s blessed with wvast mineral
resources—in particular, diamonds—which
account for a significant portion of total
exports and government revenues

In recent years Botswana’s central bank has

used monetary tools effectively to discourage
consumption, control inflation, and stabilize
government revenues in the face of export
booms The government has maintained a fiscal
surplus, averaging 11 percent of GDP over
1990-93 Botswana scores 75 on Economic
Performance, one of the highest scores in
Africa On Competitiveness 1t receives a score
of 59, which 1s the highest score attained by any
African country

Social Development and the Environment As
one of the richest countries in sub-Saharan
Africa, Botswana has some of the best social
indicators 1n the region, ranging from lfe
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expectancy and child mortality to primary
school enrollment and completion rates How-
ever, the fertillity rate remains high, at 4 7 chil-
dren per woman Botswana scores 47 on Health
and 48 on Education, the highest and second
highest scores, respectively, in sub-Saharan
Africa

Overgrazing 1s one of the most serious
environmental problems, threatening to
degrade over half of the country’s land area by
carly next century Industrial development has
led to problems of air and water pollution, as
well as solid wastes 1n urban areas Reported per
capita levels of greenhouse gas emussions are

Botswana

high Botswana recetves a score of 30 on Envi-
ronment, the lowest 1n Africa

Democracy and Freedom Botswana gamned
independence from Britain m 1966 and has
since been ruled by elected governments It 1s
considered one of Africa’s freest countries The
country has maimntained a good human rights
record Rights concerns are mainly related to
the treatment of s Baswara munority and
inequality for women While unions exist, the
rights to strike and to bargain for wages are
restricted Botswana scores 73 on Democracy
and Freedom, more than twice the Africa aver-

age of 34
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BRAZIL

Econommic Development In the late 1960s
Brazil was hailled as a “miracle economy,”
blessed with double-digit growth rates and
rapid economic transformation, financed
largely by foreign loan capital Since 1980,
however, 1ts economic performance has been
poor, considering its potentral growth has been
slow and income distribution has worsened
Real per capita income actually declined
throughout the 1980s The problems were
mainly triggered by the o1l shocks caused by the
Organization of Petroleum Exporting Coun-
tries, tncreases in real interest rates, the debt cri-
sis (which affected most Latin American coun-

tries 1n the 1980s), and sharp cutbacks 1n
Brazil’s access to foreign loan and investment
capital, combined with domestic problems such
as nadequate public finance management and
high inflation

The government that came 1nto power 1n
March 1990 undertook significant structural
reforms, including trade liberalization, deregu-
lation, and privatization In recent years the
country has been put back on a modest growth
path, with GDP growing at an average rate of
just over 2 percent and exports rising at 9 per-
cent between 1990 and 1994 Brazl scores 42
on Economic Performance and 28 on Compet-
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itiveness, low scores compared with the regional
averages and higher only than those for Haiti,
Guyana, Nicaragua, and Cuba

Social Development and the Environment
Brazil's political and economuc situation 1s
reflected 1n 1ts social conditions Unemploy-
ment rates have remained high, at 12-14 per-
cent of the work force, and a 1992 study
showed that the mean monthly income of an
average worker 1n metropolitan Sdo Paulo had
been halved since 1985 The economic down-
turn has also increased the incidence of poverty,
which 1s estumated at about 45 percent of the
population

Despite financial crises, Brazl’s govern-
ment maintained a constant level of spending
on soctal goods and services between 1984 and
1994 Infant mortality fell steadily during the
1980s Nearly one-third of Brazil’s adult popu-
lation 1s lliterate Brazil scores 55 on Health
and 49 on Education, both slightly below the
average for Latin America and the Caribbean

Deforestation 1s a serious environmental
problem, resulting 1n the loss of millions of
acres of tropical forest every year Cutung and

Brazil

burning accelerated during the mid-1980s but
are now being brought under control Brazl
scores 60 on Environment, a relauvely high
score owing to the reportedly high percentage
of the population with access to safe water
However, water pollution remains a problem 1n
some localized areas, exacerbated by the dump-
ing of untreated sewage and industrial wastes

Democracy and Freedom DBrazilian citizens
can change their government i democratic
electons The constitution guarantees most
fundamental freedoms However, 1n recent
years, deteriorating police discipline and esca-
latng drug-related violence have encouraged
crime and a climate of impunity Brazil’s police
force has a reputation for violence and corrup-
tion, and the mulitary police are routinely
accused of human rights violations The current
climate of insecurity 1s aggravated by a weak
judiciary, which 1s overwhelmed by the lack of
resources and vulnerable to corruption Forced
prostitution, domestic violence, and the pres-
ence of street children and violence aganst
them are serious social problems Brazil scores
56 on Democracy and Freedom
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BURKINA FASO

Economic Development Burkina Faso, with a
per capita income of US $230 1n 1995, 1s one
of the poorest countries in the world It s
poorly endowed with natural resources, has
extremely limited rainfall, and has no coastal
access The majority of 1its population 1s
engaged 1n agricultural actvities, both crops
and livestock Burkina Faso 1s a member of the
West African  Communaute Financiere
Africaine (CFA) zone which devalued 1ts cur-
rency against the French franc in 1994

A population growth rate of almost 3 per-
cent per year is creating severe pressure on
already marginal land resources in Burkina

Faso The main development challenge 1s to
reduce poverty and improve living standards
and social conditions through accelerated eco-
nomic growth and investment Burkina Faso
scores 12 on Economic Performance, about half
the Africa average, and 32 on Compeutiveness,
just above the Africa average
Social Development and the Environment

Burkina Faso’s high population growth rate
has made reducing poverty and improving
social conditions a sertous challenge The
country s soctal indicators are among the worst
in the world, ranging from school enrollment
to life expectancy and access to clean drinking
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water High child and infant mortality rates
are caused by widespread contagious disease
and unhygienic conditions The most pressing
health problem 1s the proliferation of AIDS,
an estimated 7 percent of the adult population
1s infected with HIV The government has
developed a health strategy that focuses on
decentralizing activities to fifty-three health
districts, each covering a population of about
200,000 Burkina Faso scores 8 on Health and
6 on Education, among the lowest scores in
Africa

Despite poor agricultural conditions, Burk-
ina Faso 1s primanly an agricultural economy
However, the lack of rainfall, population pres-
sure, overfarming, and overgrazing have con-
tributed to land degradation over an increasing
area Burkina Faso scores 57 on Environment, a
relatively high score among African countries,

Burkina Faso

mainly as a result of low levels of emission of
carbon dioxide and other greenhouse gases
Democracy and Freedom The constitutional
rights of citizens of Burkina Faso to change
their government through multiparty elections
have not been realized 1n practice Recent pres-
idential and legislative elections were not con-
sidered free and open However, the country
has made some democratic gains in recent
years, manly reflected in 1ts freer and more
independent media The judiciary 1s indepen-
dent, but effectiveness is constrained by the lack
of resources and tramning Traditional courts
operate 1n many rural villages, and their ruling
often discriminates against women Female
genital mutilation remains common despite a
government campaign against the practice
Burkina Faso scores 38 on Democracy and
Freedom, just above the regional average of 34
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BURUNDI

Economi¢ Development Burund: 1s a small,
landlocked, low-income country, with a per
capita GDP only of US $160 in 1994 Popu-
lation 1s growing at the rapid annual rate of 3
percent, putting severe strain On a country
where population density 1s already ten tmes
the average for sub-Saharan Africa Agriculture
contributes above half of GDE, employs 90 per-
cent of the population, and accounts for 80 per-
cent of export earnings Coffee 1s the dommant
crop

Over the period 1989-93, the government
undertook a sertes of economic reforms, mclud-
ing introducing a new labor code, banking law,

and central bank legislation It has promoted
exports through a free-trade zone created 1n 1992
and has provided export incentives such as duty
drawbacks, transportation subsidies for exporters,
and liberalizauon of foreign exchange accounts
for exporters Political instability and ethnuc strife
have caused major economic disruptions 1in
Burund over the past several years GDP fell an
average of 14 percent per year over 1990-94,
when the economic situation was made worse by
disinvestment and declining exports Burunds
scores 4 on Economic Performance, one of the
lowest 1n the world It scores 22 on Competitive-
ness, just below the Africa average
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Social Development and the Environment As
one of 1ts poorest nations, Burundi has some
of the worst social indicators 1n the world The
economic disruption caused by the ethnic
strife has worsened social conditions and
increased poverty Nearly 16 percent of the
population 1s displaced, dispersed, or in
refugee camps Since 1993 social indicators
have also deteriorated, including immuniza-
tion rates, malnutrition, and primary school
enrollment Official estimates indicate that
between 15 percent and 20 percent of the
urban population could be infected with HIV
Burundi receives a score of 2 on Health and 17
on Education

High population density and rapid popu-
lation growth have led to very intensive land
use, including both grazing and farming The
need for new farmland and for fuel wood
threatens to deforest the entire country in the
near future Soil degradation has been exacer-
bated by the displacement of population as
people have moved to more marginal land for
subsistence farming Burundi recetves a score

Burunds

of 49 on Environment, just above the average
for Africa

Democracy and Freedom Burundis citizens
elected the president and legislature freely in
the country’s first multuparty election 1n 1993
Sporadic waves of ethnic violence have plagued
Burund: since it ganed independence from
Belgium 1n 1962 Violence escalated in 1994 as
the anti-Tutst genocide in Rwanda spilled over
the border to Burundi The country has tradi-
tionally maintained a delicate balance among
its ethnic groups However, the murder of Pres-
ident Melchior Ndadaye in October 1993 and
his political successor Cyprien Ntaryamura 1n
April 1994 plunged the country into political
chaos A coalition government was formed in
1995 under a power-sharing arrangement
among the major parties Civilian control over
the military 1s weak Journalists often refrain
from critical reporting for fear of violent
reprisals The judiciary 1s barely funcuoning
and 1s widely distrusted as an insutution to
uphold justice Burundi receives a score of 0 on
Democracy and Freedom
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CAMBODIA

Econemic Development Cambodia 1s one of
the poorest nations 1n the world For decades 1ts
economy has been ravaged by war and internal
strife Its per capita income i 1995, at U'S
$260, was lower than 1t had been n the 1960s
In the past several years relative stability has
allowed the economy to grow at moderate rates,
albert from a low base, improving living conds-
tions It 1s estimated that over 1991-95 the
economy grew at an annual average rate of 6
percent Cambodia has also achieved some
important success 1n macroeconomic stabiliza-
tion, including raising government revenues
and bringing down triple-digit inflation to less

than 10 percent 1n 1995 Due to the lack of
data, Cambodia cannot be scored on Economic
Performance On Competitiveness 1t 1s the only
country 1n Asia to score 0

Social Development and the Environment Occu-
pation by Vietnam and the recent civil war have
disrupted all aspects of life in Cambodia for
over two decades The country’s social indica-
tors are among the worst in Asia Maternal,
mnfant and child mortality rates are very high
reflecung the inadequacy of health services par-
ticularly 1n rural areas Cambodias population
1s also among Asia’s most illiterate, due in large
part to the flight and massacre of many of its
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educated citizens during the Khmer Rouge’s
reign (April 1975~December 1978) Cambodia
scores 10 on Health, the second lowest in Asia
after Bhutan It recetves a score of 21 on Edu-
cation, ranking above Bangladesh, Bhutan, and
Pakistan 1n Asia

The environmental damage caused by the
Cambodian civil war will be felt for years to
come The most pressing environmental prob-
lems facing the country are 1nadequate supply
of safe water, deforestation and loss of habitats
from bombing during the Vietnam war, and
soil eroston caused by the shifting cultivation
practiced by its farmers Cambodia receives a
score of 42 on Environment, mainly because of
low reported levels of air pollution, otherwise,
this 1s a relauvely high score considering the
extent of 1ts environmental problems

Democracy and Freedom In May 1993 Cam-
bodian citizens voted in the country’s freest
election, after two decades of turmoil that
included the bloody rule of the Khmer Rouge,

nvaston and occupation by Vietnam, civil war,

Cambodia

and border insurgencies However, Cambodiad’s
transition to democracy continues to be rocky
The government routinely cracks down on
opposition groups and the media Under a
power-sharing agreement reached 1n 1993,
Prince Norodom Ranariddh became the Furst
Prime Minister and Hun Sen, leader of the for-
mer Communist Cambodian People’s Party,
became Second Prime Minister However, this
arrangement collapsed when Hun Sen ousted
Ranariddh during a violent coup n July 1997
Cuvil liberties are severely restricted 1n Cambo-
dia Expressing political opinions against the
government can bring harassment and attacks
There 1s no independent judiciary 1n practice
Large number of Cambodians sull live 1n areas
controlled by the Khmer Rouge, which refused
to participate 11 the 1993 elections or to demo-
bilize 1ts army Both the national army and
Khmer Rouge soldiers terrorize civilians with
bandutry, extortion, and other abuses, especially
in the countryside Cambodia scored 0 1n
Democracy and Freedom
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CAMEROON

Economic Development For over two decades,
from 1960 to 1985, Cameroon was a high-
growth economy, with real growth averaging 7
percent per year The country possesses abun-
dant natural resources, a dverstfied production
base, and a well-developed infrastructure Unul
1978 agriculture was the main source of export
earnings Soon afterward, o1l production and
revenues began to drive national economic
growth As with many oil-exporting countries,
however, the money generated by the o1l
bonanza was not wisely invested The petro-
leum boom led to higher expenditures on the
cwvil service, wage inflation, subsidies to meffi-

cient public enterprises, and investments 1n sev-
eral capital-intensive projects with low or nega-
tive rates of return

After 1986, Cameroon suffered a series of
external shocks as world prices for oil, coffee,
and cocoa, 1ts primary commodities, fell In
1988 the government adopted a structural
adjustment program supported by the IMF
However, the economic reforms were not fol-
lowed through because of the lack of govern-
ment commitment amid political instability
Output declined by 4 1 percent annually from
1990 to 1994 GDP per capita fell even more
sharply, by 69 percent per year, during this
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period Cameroon recetves a score of 4 on Eco-
nomic Performance, one of the lowest 1n the
world It scores 42 on Competitiveness, above
the Africa average

Social Development and the Environment While
Cameroon continues to compare favorably with
its sub-Saharan neighbors on social conditions,
a decade of economuc decline has taken 1ts toll
Poverty has been increased and spread to the
urban areas Malnutrition 1s widespread, partic-
ularly among rural women and children These
conditions, combined with very high rates of
adult female illiteracy and poor health care
delivery, have resulted m high maternal and
infant mortalicy AIDS 1s also emerging as a
serious health risk Cameroon scores 24 on
Health and 24 on Education, in line with the
averages for Africa

In recent years Cameroons forests and
wildlife have been increasingly threatened by

Cameroon

commercial logging, deforestation, and poach-
ing Malaria remains the country’s most critical
health 1ssue and 1s estimated to affect over 90
percent of the population Cameroon scores 45
in Environment, which 1s comparable to the
regional average

Democracy and Freedom The citizens of
Cameroon do not live under a democrauc
regime The 1992 legislatve and presidential
elections were riddled with fraud and irregular-
ities President Paul Biya continues to rule by
decree The legislature has little power 1n reality,
and judiciary 1s dominated by the executive
The broadcast media are monopolized by the
government Current legislation authorizes pre-
publication censorship and allows the govern-
ment to seize and ban articles that conflict with
“the principles of public policy” Cameroon
receives a score of 11 on Democracy and Free-
dom, well below the regional average of 34
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CANADA

Economic Development As an affluent, high-
technology, industrial soctety, Canada closely
resembles the United States in 1ts per capita
output and market-ortented economic system
It has vast natural resources, including minerals,
forests, petroleum, and natural gas With 1ts
natural resources, skilled labor force, and mod-
ern production systems and infrastructure,
Canada has excellent economic prospects

After nearly a decade of sluggish growth
the economy in Canada has been gathering
momentum 1n the early 1990s Underlying this
development has been the strength of the econ-
omy of 1ts largest trading partner—the United

States—and a decline in inflavon that has
allowed Canadian interest rates to fall Canada
1s strong 1n the competitiveness vector, with
high levels of saving, a relatively high level of
exports, and a good sovereign bond rating The
only exception 1s the government budget
deficit, which has averaged 3 7 percent of GDP
over 1989-95

Canada scores 42 on Economic Perfor-
mance and 68 on Compeutiveness both very
near the averages for the industrialized countries

Social Development and the Environment
Canada has an excellent educational system
Schooling 1s compulsory through age sixteen

Country Webs



Public education 1s provided free to all citizens
and permanent residents through secondary
school Education 1s the responsibility of each
of the country’s ten provinces and two territo-
ries Canada spends 7 4 percent of GDP on
education, which 1s among the highest levels of
spending in the industrialized world Overall,
Canada scores a perfect 100 on Education
Canadians enjoy publicly funded universal
health services The 1980s was a decade of rad-
1cal restructuring for the Canadian health care
system, with shifts in priorities and the recogni-
tion of the need to contain costs without sacri-
ficing quality Canadas Health score of 96 1s 1n
line with the industrialized country average
Canada’s environmental problems are
shared by many industrial countries Much of
Canada’s acid rain onginates from the United

Canada

States Metal smelting, energy generauon, and
emussions on both sides of the border have
degraded part of Canada’s forests Canada
scores 56 on Environment, below the industri-
alized country average mainly because of high
reported levels of greenhouse gas emissions

Democracy and Freedom Canada has a strong
tradition of democracy The country has nearly
100 percent effective voter registration The
media are generally free, with the exception of
the unevenly enforced “hate laws > Cuvil liber-
ties are guaranteed 1n the Charter of Rughts
There are some rights issues regarding land
claims by native Indians, which have led to lit1-
gation and strained relations between these
peoples and the government Canada scores 98
on Democracy and Freedom, above the indus-
trialized country average
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CAPE VERDE

Economic Development Cape Verde 1s a small
archipelago with little arable land Prolonged
cycles of drought aggravate a serious shortage of
fresh water Faced with austere living conditions
and limited economic opportunities at home,
Cape Verdeans have frequently emugrated It 1s
estimated that twice as many citizens of Cape
Verde live abroad as at home The close ties of
expatriate Cape Verdeans with their homeland
are evidenced in significant remittances, which
averaged about 12 percent of GDP between
1990 and 1995

Cape Verde has developed a reputation for
sound management of macroeconomic condi-

tons and public finances, responsible use of
foreign aid for development and infrastructure,
and good debt repayment The country has also
maintained healthy foreign exchange levels, and
the balance of payments has usually been in
equilibrium

Cape Verde scores 40 on Economic Per-
formance, well above Africa’s average of 27 It
recetves 0 on Competitiveness, as data on
most of the major indicators are not avail-
able, the web score for Competittveness does
not reflect the country’s improving condi-
tions 1n economic policies and competitive-
ness foundations
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Social Development and the Environment Cape
Verde’s social indicators are impressive relative
to those of its sub-Saharan African neighbors It
has universal primary school enrollment, an
adult literacy rate much higher than Africa’s
average, low rates of infant mortality and ferul-
ity, and an average life expectancy of sixty-five
years These achievements are the result of
acuve grass-roots and nongovernmental organi-
zations, donor involvement, and prudent allo-
cation of public resources to soctal programs
Cape Verde scores 43 on Health, more than
double the average for Africa On Education
the country scores 39, much higher than the
Africa average of 24

Centuries of intense land exploitation for
fuel, construction materials, grazing, and agri-
culture have destroyed most of the natural veg-

Cape Verde

etation 1n Cape Verde The country now lacks
natural water supplies and suffers from chronic
drought and periodic famines Cape Verde
recerves a score of 34 on Environment, below
the Africa average of 48

Democracy and Freedom In 1991 Cape
Verdeans held their first democratic legislative
elections after sixteen years of single-party Marx-
sst rule The president and members of the
National People’s Assembly were elected through
universal suffrage in free and fair voung The
judiciary 1s independent and efficient The police
force 1s accountable to the civilian government
Freedom of expression, of the press, and of
assembly are guaranteed 1n law and respected 1n
practice Minornity religious groups face no
restrictions Cape Verde scores 88 on Democracy
and Freedom, one of the highest 1n Africa
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CENTRAL AFRICAN REPUBLIC

Economic Development With a per capita
income of only U S $330 1n 1995, the Central
African Republic 1s among the least developed
countries 1n the world Landlocked 1n the heart
of Africa, 1t covers a vast but sparsely inhabited
territory The country’s rich natural resources
are mostly unexploited Two-thirds of the pop-
ulation are subsistence farmers About 60 per-
cent of export earnings come from diamond

muning The major export crops are umber, cof-
fee, and cotton

Real per capita GDP fell during a decade of
economic stagnation and decline in 1985-94
Investment growth declined at a rate of 9 per-

cent over 1990-94 In 1994 the republic and a
group of CFA countries realigned party with
(that 15, devalued against) the French franc The
boost 1n exchange rate competitiveness, as well
as rising commodity prices, brought about sig-
nificant 1mprovements 1n the Central African
Republic’s economic indicators 1n 1995 and
1996 It scores 18 on Economic Performance
owing to poor economic performance indica-
tors for the early 1990s It fares better on Com-
peutiveness, scoring 37, which 1s much above
the regional average of 28

Social Development and the Environment
Poverty 1s pervasive in the Central African

Country Webs



Central African Republic

Republic, and social indicators are below the
averages for Africa Life expectancy, at forty-
nine years, 1s among the lowest i Africa
Women are particularly socially disadvantaged
and have less access to education and employ-
ment than men do The madence of conta-
grous diseases, parasites, and malnutrition 1s
very high The spread of AIDS 1s especially
alarming, the rate of increase in HIV infections
1s estimated at close to 6 percent throughout
the 1990s Illiteracy rates are also very high,
estimated at 40 percent among those over fif-
teen years old The Central African Republic
recetves a score of 9 on Health and 15 on Edu-
cation, both below the averages for Africa
Most of the country 1s covered with wood-
lands and hosts diverse wildlife Overgrazing of
cattle 1s exacerbating soil degradation Poaching
has taken a toll on the wildlife, particularly on
the elephant Inadequate access to safe drinking
water remains a serious problem for both urban

and rural populations The Central African
Republic scores 40 on Environment, below the
Africa average

Demacracy and Freedom In 1993 the ciuzens
of the Central African Republic elected their
government in open and democratic elections
for the first time A new constitution enacted 1n
1994 has increased judicial and legislatuve
autonomy and guarantees a multiparty system
However, fundamental freedoms are sull
restricted The broadcast media are dominated
by the state, and freedom of assembly 1s
restricted 1n practice Reform of judiciary insu-
tuttons continues to lag behind democrauc
transition, and the judicial system remains sub-
ject to political influence Police brutality 1s
reported by human rights groups Women con-
tinue to face discrimination 1n many aspects of
soctety The Central African Republic recerves a
score of 50 on Democracy and Freedom, above
the regional average of 34
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CHILE

Economic Development Chile has one of the
most stable and liberalized economies 1n Laun
America Since the mid-1980s Chile has sus-
tained conservative fiscal and monetary policies,
a relatively open economy, and strong debt
management In the 1980s and early 1990s, the
privatization of pension funds and insurance
compantes helped deepen financial markets
The privatzation of manufacturing and service
companies, banks, and public uuliies has
encouraged 1nvestment and enhanced produc-
twvity and efficiency Over this period, Chile had
one of the highest growth rates in Latin Amer-
ica Between 1990 and 1994, the Chilean econ-

omy posted impresstve annual GDP growth of
7 5 percent, domestic investment growth of 13
percent, and export growth of 9 percent
Chilean companies and produce cooperatives
have been highly successful in penetrating high-
value niche markets in North America

Chile scores 88 on Economic Performance,
ranking in the top 19 of the 108 countries
assessed by the web model On Competitive-
ness 1t scores 67, much above the average of 41
for Latin America and the Caribbean

Sacial Development and the Environment Social
developments 1n Chile have been impressive
Key social indicators, including the average life
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expectancy at birth, infant mortality rate, preva-
lence of malnutrition, educavonal attainment,
and overall adult literacy, are closer to those of
higher income economies than to those of the
developing world Chile has a long history of
sustained, substantive investment in the social
sectors Since the early 1980s 1t has also made
signtficant progress 1n the reduction of poverty
Chule scores 76 on Health and 71 on Education,
among the highest scores attained by countries
in Latin America and the Caribbean

Forest products are one of Chile’s major
exports, and consequently the deforestation of
natural forests s progressing rapidly The coun-
try 1s also increasingly suffering from problems
of industrial air and water pollunon Environ-
mental policies exist, but enforcement 1s weak

Chile

Chile scores 70 on Environment, a relauvely
high score, because of its low overall levels of
greenhouse gas emussions

Democracy and Freedom After fifteen years of
mulitary rule, democracy was restored to Chile
in 1988 Chilean citizens now can exercise their
rights to change their government Freedom of
expression, freedom of media, and other civil
liberties were restored by constitutional reforms
in 1989 However, civilian control over the
armed forces 1s stll limited by the 1980 consti-
tution 1installed under the Pmochet regime
There are reports of police abuses, but overall
accountability to the cvilian government 1s
improving Chule recetves a score of 73 on
Democracy and Freedom, high compared with
a regronal average of 52
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CHINA

Economic Development Since China began
market-oriented reforms 1n 1978, the country’s
real GDP growth has averaged over 9 percent
per year, the highest level 1n the world during
this pertod This remarkable achievement was
the fruit of a series of key policy changes Furst,
the household responsibility system replaced
the former commune system of agricultural
production This, accompanied by a partial lib-
eralization of agricultural prices, provided
incentives to increase agricultural production
consequently boosung rural incomes signifi-
cantly Second, the open-door policy toward
trade and investment immediately encouraged

dramatic inflows of foreign investment, much
of which was oriented toward export produc-
tion Exports grew at a rate of 12 percent 1n the
1980s and at 16 percent over 1990-94 Other
key policy reforms included the introduction of
special economic zones, tariff reductions,
decreases 1n subsidies and transfers to state-
owned compantes, and the gradual introduc-
tion of private competition to state-owned
enterprises

Chinas economic performance has contn-
ued to be strong 1 the 1990s From 1990 to
1994, GDP increased at a rate of 13 percent per
year, and average gross domestic investment
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growth was 15 percent China scores 88 on
Economic Performance, ranking among the top
ten nations 1n the world, and scores 55 on
Compeutiveness

Social Development and the Environment Since
1978 rapid economic growth has lifted over
100 mullion Chinese above the level of absolute
poverty and improved soctal conditions for all
However, economic growth 1n the coastal areas,
cities, and special economic zones have
increased the rural-urban income disparity,
drawing millions of rural workers to the cities as
mugrant workers

For a country at 1ts level of per capita
income, Chinas social indicators are very
strong, including life expectancy, maternal
and infant mortality, and child malnutrition
It scores 73 on Health, higher than all Asian
countries except the newly industrializing
countries (NICs) On Education 1t scores 54,
above the Asia average of 48 A legacy of the
decades spent under the socialist system 1s
that basic social services are available to a
majority of the population However, there
are signs that the erosion of the commune sys-
tem and the shrinking of the state social ser-
vices sector have led to restricted access to and
a decline 1n the quality of health care for the
poor

China

An emphasis on industrial development,
combined with rapid urban population growth
and madequate pollution control over several
decades, has created some serious environmental
problems Aur pollution 1s severe 1n many cites,
aggravated by the burning of coal to meet resi-
dential and industrial energy needs More than
one-third of China’s rural population lacks access
to safe water China scores 52 on Environment

Demacracy and Freedom Chinese citizens have
no democratic means to change their govern-
ment The Chinese Communist Party wields
ultimate power There 1s no rule of law in prac-
tice The judicial and penal systems do not
respect due process rights, defendants are pre-
sumed guilty, and over 99 percent are convicted
Torture to extract confessions, the trial of disst-
dents as common criminals, and abuse in the
prison system are common A large number of
dissidents languish i labor camps or under
harsh prison conditions Freedom of expression
and association are severely restricted All media
are state controlled, and coverage must conform
to government guidelines Religious practices
are limited to government-sanctioned “patri-
otic” churches China’s draconian one-child pol-
1cy encourages the abortion of female fetuses
and female infantucide China scores 0 on
Democracy and Freedom
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COLOMBIA

Economic

Performance 69 56
Competitiveness 49 |
Health n 58
Education 55 54
Environment 93 48
Democracy & 50 52
Freedom

Economic Development Colombia has

enjoyed good economic growth and improve-
ments 1n standards of living over the past three
decades Natural resources are plentiful, includ-
ing agricultural land, water, energy (o1l, natural
gas, and coal), and minerals Colombia’s loca-
tion also offers several advantages, 1t 1s close to
North America and has ports on both the
Adantc and Pacific coasts Rich physical
resources, a literate and dependable work force,
a robust private sector, and prudent macroeco-
nomic management are major factors in
Colombias good economic record Between
1990 and 1994, GDP grew at an average

annual rate of 4 3 percent, exports at 6 percent,
and gross domestic 1nvestment at 21 percent
Colombia scores 69 on Economic Performance
and 49 on Competitiveness, both much above
the regtonal averages

However, the growth of the illegal drug
trade over the past twenty years has had serious
economic, political, and social effects The U S
government’s recent “decertification” of
Colombra for inadequate efforts 1n halting the
drug trade 1s expected to have an adverse
impact on nvestor confidence, especially
among foreign investors

Social Development and the Environment Solid
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economic performance and a drop 1n popula-
tion growth have facilitated substantial
umprovements 1n  soctal conditions Life
expectancy at birth 1n 1995 was seventy years,
compared with fifty-nine years in 1965 The
adult literacy rate 1s close to 90 percent How-
ever, poverty remains significant and there 1s
inadequate access to health care and to safe
drinking water 1n rural areas Improving the liv-
ing conditions of the poor remains a govern-
ment priority, and Colombia 1s expected to fur-
ther 1ts gains 1n this area Under the ambitious
Salto Social programs (1994-98), the govern-
ment hopes to generate more than 1 6 million
jobs, increase access to primary education,
expand water service, and extend health cover-
age to approximately 12 million poor people
Colombua scores 71 on Health and 55 on Edu-
cation, both above average for Latin America
and the Caribbean

In recent years Colombia has experienced
increasing deforestation, leading to the rapid

Colombia

dwindling of 1ts masstve umber resources Large
regions have been cleared of heavy vegetation
for catde raising, coffee production, and min-
ing, causing soil erosion and land degradaton
Colombra scores 53 on Environment

Democracy and Freedom Colombian citizens
can elect therr governments democratically
However, voter participation has been low, and
there 1s widespread cynicism regarding the
effectiveness of the political system, given the
extenstve corruption at all levels of government
Major drug cartels are believed to have influ-
enced congressional reforms regarding the
penal code and extradition Civil liberties have
been compromused by political and drug-
related violence and the governments ability
to protect Its citizens, institutions, and the
media from this violence Homicide, mostly
with political and drug-related mouves,
remains the principal cause of adult death in
Colombra Colombia scores 50 on Democracy
and Freedom, below the regional average
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Economic Development Congo (formerly
Zaire) 1s endowed with a rich resource base,
including the largest area of rain forest of any
country 1n the world, fertile soils, ample rain-
fall, and varied mineral resources Gold and
diamond mining and petroleum extraction are
the predominant economic activities Since
early 1990 political instability has been accom-
panied by dechining producnon, investment,
and fiscal mismanagement plunging the coun-
try 1nto a severe economic decline Per capita
GNP fell to US $120 in 1995, half of the
1990 level, placing Congo among the lowest
income countries worldwide It modern econ-

omy, institutions, and human capital have suf-
fered seriously and are rapidly eroding The
economic collapse accelerated during intens-
fied covil stnife 1n 1997 Structural reforms -
tiated by the Mobutu government 1n 1995 and
1996 took a back seat to the political crisis, and
their impact on the economy has been minimal
Congo’s dismal economuc situation 1s reflected
in scores of 0 on both Economic Performance
and Competitiveness, owing to very weak indi-
cators 1n all categories

Social Development and the Environment
Congo’s economic and political crises have accel-
erated the decline of social conditions With the
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exception of limited humanitarian aid, financing
for all social programs has been halted There s
evidence that Congo’s mortality and health inds-
cators, already among the lowest in the world,
are growing worse Contagious diseases have
become more widespread as a result of inade-
quate preventve programs and medication The
rate of adult HIV infection 1s among the highest
in the world Already low primary school enroll-
ment rates have fallen 1n recent years, and adult
illiteracy 1s esumated at 33 percent Congo
recetves a score of only 1 on Health On Educa-
tion it scores 17, below the Africa average of 24
Water contamination is a major source of
disease 1n Congo’s urban areas The discharge of
untreated human waste has contaminated
rivers Poor management and limited resources
for preservation has led to increasing deforesta-
tion and the loss of wildlife Congo scores 51

Congo

on Environment, just above the Africa average
of 48, primarily because of the low levels of
greenhouse gas emissions associated with low
levels of economic activity

Democracy and Freedom Ciuzens of Congo
cannot change their government democrau-
cally, there are no freely elected representatives
The country was governed by President
Mobutu Sese Seko for nearly thirty-two years,
until he was ousted by rebel forces in early
1997 It remains to be seen whether the rebel
leader, Laurent Kabila, will hold free and fair
elections 1n 1999 as promised There are allega-
tions that Kabild’s rebel forces have committed
genocide against Rwandan refugees within
Congo Journalists have been mumidated, and
judiciary independence under the new govern-
ment 1s uncertain Congo recetves a score of 0
on Democracy and Freedom
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COSTA RICA

Economic Development Costa Rica 1s one of
the most stable and robust economies 1n Cen-
tral America, with a per capita income of U S
$2,590 in 1995 In the early 1980s its eco-
nomic competitiveness was weakened by expan-
stonary monetary policy and an overvalued
exchange rate However, by the middle to late
1980s, a sertes of structural adjustment and sta-
bilization programs had succeeded 1 putting
the economy back on track From 1983 to
1995 the economy grew at a real annual rate of
54 percent Both gross domestic 1nvestment
and exports grew at an annual rate of 11 per-
cent over 1990-94 Conunuing reforms of the

public sector and the banking system are
expected to fuel further economic growth The
government 1s also reforming the pension sys-
tem to ensure an equitable and financially sta-
ble social security system Costa Rica scores 84
on Economic Performance, the second highest
score 1n Latin America and the Caribbean On
Compeutiveness 1t scores 60, well above the
regional average of 41

Social Development and the Environment Costa
Rucas extensive soctal programs have helped to
rank its social indicators among the best in
Laun America Life expectancy, infant and
maternal mortality, and literacy rates are among
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the highest in the region The level of human
development 1s exceptional for a country of its
level of per capita ncome Although living con-
ditions deteriorated substantially as a result of
the economic crises of 1981-82, the economic
recovery has since led to improvements

Health conditions 1n Costa Rica have
improved significantly since the 1970s While
little progress was made in the 1980s, tradi-
tional health indicators did not decline Pri-
mary school enrollment 1s now almost univer-
sal Costa Rica scores 78 on Health, ranking
third 1n Latun America and the Carnbbean,
after Cuba and Uruguay It scores 65 on Edu-
cation, compared with a regional average of
54

Costa Ruca has developed one of the most
ambitious conservation programs in the world
and has established an extensive network of
parks and nature preserves Its major environ-

Costa Rica

mental problems are deforestation and soil ero-
ston Deforestation has been brought under
better control 1n recent years with the develop-
ment of forest plantation and agroforestry
Costa Rica scores 59 on Environment, much
above the regional average of 48

Democracy and Freedam Costa Rica’s long
tradition of democracy dates back to 1899 The
formation of a national army has been banned
under the constitution since 1949 Ciuzens can
elect their government through free and fair
elections Consttutional rights regarding free-
dom of speech and religion and the rght to
organize political parties are respected 1n prac-
tice The judiciary 1s independent There are
occastonal charges of human rnights violation
assoctated with the police The press, radio, and
television are generally free Costa Rica scores
86 on Democracy and Freedom, the highest in
Laun America and the Caribbean
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COTE D’IVOIRE

Economic Development Cote d’Ivoire enjoyed
good economic growth 1n the 1960s and 1970s,
when 1t was constdered to be one of the most
successful economies on the African contnent
From 1980 to 1993, however, the economy
grew by only 01 percent per year Economic
stagnation combined with a very high popula-
tion growth rate of 3 5 percent per year has led
to declines in the overall standard of living By
1995 GNP per capita had fallen from over U §
$1 000 1n the 1970s to U S $610

Some of Céte d Ivoires principal economic
problems have been high external debrt, unsus-
tatnable public finance deficits of up to 10 per-

cent of GDP 1n the 1980s, and public enter-
prise mismanagement In addition, interna-
tional prices for 1ts chief export products, such
as cocoa and coffee, have detertorated sharply
compared with the boom periods of 1972-74
and 1976-79 Cbéte d’Ivoire scores 10 on Eco-
nomic Performance, well below the Africa aver-
age of 27 On Competitiveness it receives a rel-
auvely high score of 56 mainly as a result of a
high saving rate, a low inflation rate, and a high
ratio of exports to GDP

Social Development and the Environment The
economic decline after 1987 caused a steady
decline 1n per capita income as well as 1n social
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indicators The incidence of poverty 1s increas-
ing, particularly in the urban areas, in part
because of the high urbanization rate, nsing
levels of unemployment, and a decline 1n real
wages

The education system continues to suffer
from low enrollment, low completion rates,
high repetition, and 1nefficient resource alloca-
tion Primary education covers only an esu-
mated 50 percent of school-aged children Sixty
percent of the population above the age of fif-
teen remains illiterate Health care coverage
reaches about 30 percent of the population and
1s severely inadequate 1n the face of severe pop-
ulation pressure and the high imncidence of
infectious diseases, 1n particular the rapid
spread of AIDS Infant mortality was at 90 of
1,000 live births 1n the early 1990s Immuniza-
tion 1s low relative to other nations at this
income level Cote d’Ivoire scores 12 on Health
and 15 on Education, both below the average
for Africa

Cote d’Ivoire has suffered very high defor-
estation rates The principal causes have been
rapid population growth, shifting cultivation,

Cote d’Ivoire

logging, and forest clearance for agricultural
uses Inadequate restrictons on plantation
expansion and land clearing have also have
accelerated deforestation Cbte d’lvoire receives
a score of 60 on Environment, high compared
with the Africa average, mainly because of good
access to safe water and participation 1n major
global environmental conventions

Democracy and Freedom Democratic rights
were violated 1n Céte d’Ivoire’s 1995 presiden-
tial and legislative elections, when the leading
opposttion candidate was prohibited from run-
ning, demonstrations were banned, and the
media were intimidated Journalists have been
fined and imprisoned for “insulting the prest-
dent” or “threatening public order ” Freedom of
assoctation cannot be exercised in practice
Judiciary independence 1s undermined by the
political appointment of judges, judges are not
assured tenure Legal provisions regarding due
process are often ignored Traditional courts
prevail in many rural areas, especially 1n matters
regarding the family Céte d’Ivoire scores 13 on
Democracy and Freedom, well below the Africa
average of 34
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CUBA

Economic Development Since the collapse of
the Soviet Union in 1989, the socialist-style
command economy of Cuba has been hurt by
the end of Soviet subsidies and their exclusive
barter relationship Because Cuba lacks estab-
lished relations with most multlateral develop-
ment agencies and the mternational financial
community, only a very small amount of eco-
nomic data on Cuba 1s available for interna-
tional companison Cuba cannot be scored on
Economic Performance, and 1ts score of 5 on
Competitiveness 1s probably biased downward

Social Development and the Environment Despite
the serious economic difficulties, Cuba’s health

indicators continue to improve This can be
attributed to the capacity and effectveness of the
national health system, the health consciousness
of the public, which considers 1ts health care sys-
tem one of the country’s greatest social triumphs,
and overall education levels In addition, part of
the Cuban government’s social policy has been to
maintain the supply of basic foods for the enure
population It ensures universal access to free edu-
cation and medical care and guarantees tempo-
rary employment to any workers who are laid off
The government’s efforts in protecting the most
vulnerable groups of the population, including
children, women, the elderly, and the sick, have
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helped to mitigate the social impact of the con-
tinuing economic crises Illiteracy was eradicated
in the 1970s, and 98 percent of children between
ages six and fourteen are now enrolled 1n regular
primary or secondary education Cuba scores 87
on Health, the highest in Latin America and the
Cartbbean On Education 1t recetves a score of
74, the third highest 1n the region

Deforestation 1s the principal environmen-
tal problem Reforestation efforts are now
underway to protect watersheds and prevent
further soil erosion Other environmental prob-
lems include inadequate treatment of sold
wastes in urban areas and msufficient protec-
tion for the great variety of wildlife Cuba scores
49 on Environment, 1n line with the average for
Latin America and the Caribbean

Cuba

Democracy and Freedom Cubans cannot
change their government through democratic
means All political and civic organizations out-
side the Cuban Communust Party are illegal,
political dissent 15 a punishable offense The
Cuban prison system holds a large number of
political dissidents The judiciary, the educa-
tional system, labor unions, professional orga-
nizations, and print and broadcast media are all
controlled by the state The government domu-
nates most aspects of life Cuban citizens are
not free to choose their place of abode, their
education, or their jobs Attempting to leave
the country without state permussion 1s a pun-
1shable offense Official discrimination against
religious practices was lifted 1n 1992 Cuba
scores 0 on Democracy and Freedom
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DENMARK

Economic Developmeni Denmark has been
characterized by a high standard of living, a
well-educated work force, and high-quality
infrastructure In 1994, with an average per
caprta income of US $27,970, 1t ranked third
in the world, after Switzerland and Japan Over
1990-94, GDP growth was relatively slow, at
1 8 percent per year Export growth has also
been moderate, at only 2 7 percent After join-
ing the European Union in 1993 growth,
investment exports and competitiveness all
improved Denmark scores 43 on Economic
Performance, below the industrialized country
average of 48

On Competittveness Denmark 1s generally
strong, with high scores 1n saving, exports as a
proportion of GDP, bond ratings, and inflation
control In addition, a relauvely high percent-
age of the work force consists of scientists, engi-
neers, and technicians Denmark scores 78 on
Compeutiveness, ranking twelfth 1n the world

Social Development and the Environment Den-
mark’s outstanding indicators earn a perfect score
of 100 on Education Education ts compulsory
for nine years, beginning at age seven and mostly
1s publicly financed Over half of Denmark’s
labor force holds an upper-secondary education
qualification Opening up the economy to greater
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international competition, especially within the
European Union, has been associated with exten-
stve initratives to increase skill levels through edu-
cation and training and to secure a better balance
between supply and demand in specific skills and
qualifications The government 1s commutted to
achieving an upper-secondary completion rate of
at least 90 percent by the year 2000

For several decades the Danish health care
system has been characterized by universal cov-
erage, financing from general taxation, and
public ownership and control of services
Health care 1s generally considered a public
responsibility All Danish citizens have equal
and free access to almost all health care services,
regardless of employment or financial or social
status Denmark scores 98 on Health, above the
industrialized country average

Denmark

Like most other Western industrial soci-
eties, Denmark faces problems caused by haz-
ardous wastes that were not properly disposed
of Per capita emussions of carbon dioxide and
other greenhouse gases are high Denmark
scores 51 on Environment, below the industri-
alized country average

Democracy and Freedom Denmark 1s a strong
and established democracy The judiciary 1s
independent, fair, and efficient The media are
mostly free, except for restrictions on broad-
casts intended to incite ractal hatred All funda-
mental freedoms are guaranteed by law and
respected 1n practice Discrimination on the
basts of gender, race, language, religion, or sex-
ual orientation has been outlawed Denmark
receives a perfect score of 100 on Democracy
and Freedom
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DJIBOUTI

Economic Development Djiboutr, a small city-
state of only 23,200 square kilometers, occupies
a strategic location n the Horn of Africa It
does not submit basic economuc data to the
World Bank or the IMF World Bank estimates
classify Djibout: as a low-income country, with
per capita income below U S $725 1n 1994

The economy s hughly fragile and depen-
dent on external assistance Agriculture and
industry are both underdeveloped The tertiary
sector dominates, contributing 70 percent of
GDP Its mainstays are services provided to the
local French military base and trade and trans-
shipment with other countries Djiboutt 1s a

regronal trade center because of its port facili-
ties, international railroad and airport, and pri-
vate banking and telecommunications Because
of the lack of relevant data, Djibout 1s not
scored on Economic Performance Its Compet-
ittveness score of 0 1s skewed downward, as data
are lacking for most indicators

Social Development and the Environment Dji-
bout1 has a highly skewed income distribution
As 1n most other low-income countries in
Africa, the level of social development in Dp-
boutt 1s very low Life expectancy at birth is
only forty-nine years, infant and child mortality
rates are among the highest in the world, and
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over half of the adult population s illiterate
Dyibout1 scores 7 on Health and 4 on Educa-
tion, well below the averages for Africa
Because of the high level of urbanization,
Djiboutr’s major environmental problems are
solid waste disposal and pollution by green-
house gases It scores 53 on Environment
Democracy and Freedom Djbout: does not
have a democratic political system President Has-

Djibouti

san Gouled Aptidon has ruled the country since 1t
gained independence from France in 1977 In
both 1992 and 1993 elections were reportedly
subject to fraud Fundamental freedoms guaran-
teed by the constitution are mostly disregarded by
the government in practice The government rou-
unely interferes with judiciary functions Djiboutt
recerves a score of 13 on Democracy and Free-
dom, well below the Africa average of 34
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DOMINICAN REPUBLIC

Economic Development With a population of
7 6 mullion, the Dominican Republic 1s one of
the most densely populated countries in the
Caribbean Tanff protection of industry 1s rela-
tively hugh, and key commodities are covered by
price controls and import quotas Despite
recent reform efforts, the state continues to
dominate the economy and owns a high pro-
portion of manufacturing enterprises and banks
and about half the arable land Investment in
infrastructure has been very low by regional
standards The state-owned power company 1s
one of the least efficient in the world

Nevertheless, substantial progress has been

made 1n several areas From 1989 to 1993, the
country operated a hughly successful foreign
Investment promotion program, attracting
investment mainly to free-trade zones, where
over 100,000 jobs were created Tourtsm has
been another flourishing segment of the econ-
omy, with steady growth in investment,
employment, and foreign exchange earnings
The Dominican Republic scores 61 on Eco-
nomic Performance and 46 on Compettive-

ness both above the averages for Latuin America
and the Canbbean

Social Development and the Environment Over
the past three decades the living conditions of
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Dominican Republic

Dominicans have consistently improved Life
expectancy rose by fourteen years between 1960
and 1995, infant and child mortality declined
by 60 percent, and illiteracy was halved
Nonetheless, the naton suffers from wide-
spread poverty and highly unequal distribution
of wealth Economic stagnation, reductions 1n
socal spending, and the deterioration of basic
services have exacerbated the problem Over
1980-90, real per capita income declined 19
percent, while the average real minimum wage
dropped 39 percent

Compared with other countries at 1ts level
of development, the Dominican Republic lags
in several socral indicators, especially those relat-
ing to maternal and child health and education
Maternal mortality 1s among the highest in the
regton, and primary school completion rates are
the lowest Overall mortality rates and the incr-
dence of malnutrition are particularly severe in
the provinces along the Domunican-Haitran
border Insufficient investment in social infra-
structure, espectally water supply and sewage
systems, has increased the prevalence of water-
borne diseases The Dominican Republic scores

60 on Health and 49 on Education

Deforestation 1s a serious problem and has
been aggravated by tax incenuves for the clear-
ing of land for crop production, tourism, and
hydroelectric dams An 1llegal charcoal and fuel
wood market provides a high proportion of
urban energy needs The counuy also suffers
from water shortages and 1nadequate access to
potable water Less than half of the rural popu-
lation 1s served by a safe water supply The
Dominican Republic scores 41 on Environ-
ment, below the average for Laun American
and the Caribbean

Democracy and Freedom Dominican citizens
can change their government through democ-
ratic means The 1996 election was generally
viewed as fair and avoided the interparty
clashes and violence that marked the 1995
election Fundamental rights are guaranteed 1n
the constitution and generally respected in
practice The judiciary 1s politicized and 1s
weakened by corruption Police brutality and
arbitrary arrests by security forces raise contin-
ued concern among human rights groups The
Domuinican Republic recerves a score of 50 on
Democracy and Freedom, just below the
regronal average of 52

Country Webs



GLOBAL Benchmarks

®

international Comparison

ECUADOR

ECUADOR

Economic
Performance
Economic Democracy &
Performance 61 56 Freedom Competitiveness
Competitiveness 50 ]
Health 60 58
Education 50 54 Environment Health
Enviranment 42 48
Education

Democracy & 63 52 Maximum Highest () Country  «" } World

Achievable Score Score i Aver
Freedom r age

Scare (100) Achieved

Economic Development Ecuador’s economic
performance has been disappointing since the
onset of the debt crists in 1982, when the coun-
try suffered a series of shocks, including declin-
ing o1l prices Despite several attempts at struc-
tural reform and stabilization n the 1980s, the
inflation rate rose to 85 percent in 1985, real
per capita incomes fell, and Ecuador stopped
servicing 1ts debts to commercial creditors The
government that took office 1n 1992 imple-
mented a series of policy reform measures to
modernize the economy and sumulate private
sector growth Prices of petroleum and electric-
ity were allowed to rise to international levels,

expenditures 1n social services were reduced,
and new laws were passed to facilitate privatiza-
tion and capital markets reform The stabiliza-
tion and reform efforts iniually yielded impor-
tant results, including elimination of the public
sector deficit and modest growth in GDP,
investment, and exports GDP growth averaged
3 5 percent in 1990~94 Ecuador scores 61 on
Economic Performance and 50 on Compet-
tiveness, outperforming the region 1n both cat-
egories

Social Development and the Environment
Adjustment efforts have reduced the govern-
ment’s resources for the social sector allocations
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for education and culture were halved between
1980 and 1991, and public expenditures in
health also fell An estimated 73 percent of the
rural population 1s unable to read and write
Spanish The problem s particularly acute 1n
areas with large concentrations of indigenous
peoples with their own language It i1s esumated
that fewer than half of the children 1n poverty-
stricken areas manage to finish primary school
Overall, social indicators 1n Ecuador are in line
with regional averages However, a wide dispar-
ity remains between child health and mortality
rates 1n urban and rural areas Government pro-
grams tend to be underfunded and fail to reach
the poorest Ecuador scores 50 on Education
and 60 on Health, just above the averages for
Latin America and the Caribbean
Deforestation, if it continues unabated,
threatens to destroy what remains of Ecuador’s

Ecuador

natural forests over the next several decades
Rapid population expansion has led to more
intensive land use and overgrazing Other sig-
nificant environmental problems include 1nad-
equate water and sewage facilities i urban areas
and contamination caused by improper mining
practices Ecuador scores 42 on Environment,
lower than the regional average

Democracy and Freedom Ecuadoreans can
elect their governments democratically How-
ever, opiion polls and rising voter abstention
suggest that the credibility of political institu-
tions has declined significantly n recent years
There 1s evidence that drug traffickers have
penetrated the political system through cam-
paign funding, and the police, the military, and
the judiciary through bribery Ecuador scores
63 on Democracy and Freedom, compared
with a regional average of 52
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EGYPT

Economic Development Egypt has the largest
population and the second largest economy 1n
the Arab Middle East Its government has long
pursued a public sector-led, inward-looking
development strategy, which emphasizes state
ownership and central planning As a result,
public enterprises and economic entities
account for one of the largest proportions of
output and employment among developing
countries Almost half of the naton’s GDP
comes from the public sector 1ncluding 65 per-
cent of all output in 1industry and mining On
the international side, Egypt remains heavily
dependent on a few key exports (including

petroleum and services such as tourism
recetpts), Suez Canal dues, remittances from
Egypuian workers living abroad, and grants
from 1international donors Merchandise
exports remain small and limited

As a result of the structural adjustment and
reform efforts that began 1n 1990, the Egypuan
economy has undergone significant fiscal and
monetary contraction, leading to sluggish
growth 1n output, investment, and exports It
scores 30 on Economic Performance, well
below the Middle East average of 43 It outper-
forms the region on Competitiveness, with a
score of 50
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Social Development and the Environment Social
conditions in Egypt have improved signifi-
cantly over the past thirty years Between 1960
and 1995 life expectancy at birth rose from
forty-one to sixty-two However, indicators for
child health, including child mortality and
immunization rates, are poor compared with
regional averages The government has mit-
ated three broad goals for social sector devel-
opment umniversal basic services in education
and health, an education system providing stu-
dents with market-relevant skills, and measures
to improve the labor market and strengthen
the social safery net Egypt scores 43 on
Health, much below the Middle East average
of 60 On Education 1t scores 59, just below
the regional average

For the past two decades, population pres-
sures and urbanization have caused the conun-
ued loss of agricultural land 1n Egypt Urban
areas increasingly suffer from environmental
problems related to industrial effluents and

Egypt

inadequate sewage facilines Egypt scores 72 on
Environment

Democracy and Freedom In principle Egyptians
have the right to change their governments, but
the domination of the ruling National Democra-
tic Party 1n the media, labor unions, and other
mnstututions has dimunished citizens’ political
rights and the opportunities of opposition parties
Terrorism and clashes in upper Egypt between
the police and militant Islamic fundamentalist
continue, and the security agency has been
accused of killing some militants Women face
discrimination i many aspects of soctety Egypt
scores 25 on Democracy and Freedom (This
score does not reflect Freedom House's raungs in
Freedom 1n the World 1995- 1996, which would
wnstead give a score of 0 Adjustments have been
made based on the authors’ research as well as
work experience in over one hundred countries
worldwide, which suggest a hugher degree of civil
liberty 1n Egypt than in other countries that

recerve 0 n this vector)
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EL SALVADOR

Economic Performance After more than a
decade of cvil war, El Salvador is showing
strong signs of economic recovery The
National Reconstruction Plan initiated after the
1992 peace accord has been a successful follow-
up to the structural adjustment program begun
in 1989 GDP grew by an average of 6 2 per-
cent per year over 1990-94, while gross domes-
tic investment rose at a annual rate of 16 per-
cent In 1995 overall macroeconomic
conditions were stable and economic activity
continued to expand strongly Agriculture
remains the main source of employment and
exports, with coffee accounting for 40 percent

of merchandise exports 1n 1995 El Salvador
scores 79 on Economic Performance, ranking
third 1n Latin Amenica and the Caribbean On
Competitiveness 1t scores 39, just below the
regional average

Social Development and the Environment Most
of El Salvador’s social indicators are below the
regional averages Poverty 1s pervasive in this
war-torn country It 1s estumated that in
1991-92 two-thirds of rural households lived
in poverty, of which over one-third lived n
extreme poverty The illiteracy rate 1s hugh, at
29 percent of the population over fifteen years
of age, and 1s much more widespread 1n rural
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regions Sixty-seven percent of maternal deaths
occur among rural women Infant mortality has
been declining, partly as a result of the reduc-
tion of communicable diseases

In May 1991 El Salvador endorsed the sec-
ond phase of the Central American Health Ini-
tiative and made a commitment to tmproving
domestic social and health conditions The gov-
ernment will work jointly with the governments
of Guatemala and Honduras to improve access
to and quality of health care, boost infant sur-
vival and nutrition, control waterborne diseases,
and improve drinking water and sanitation El
Salvador scores 44 on Health and 39 on Educa-
tion, both much below the regional averages

El Salvador suffers from a host of environ-
mental problems, ranging from deforestation
and soil degradation to declining water quality
and lack of solid waste treatment Less than 15
percent of the original forests remain today, and
soil loss and damage are accelerating as a result

El Salvador

Pollution of river water threatens drinking
water supplies, only 15 percent of the rural
population has access to safe water There are
few controls over the use and disposal of toxic
wastes El Salvador receives a score of 38 on
Environment, below the regional average of 48
Democracy and Freedom Citizens of El Sal-
vador have the night to change their govern-
ment through democratic means However,
labor strife, social unrest, police abuses, and the
governments faillure to fully implement the
1992 peace accords underscore the contunued
weakness of democratic institutions While fun-
damental freedoms are guaranteed 1n the con-
stututton, they cannot be practiced fully in the
light of continuing political violence, repressive
police actions, rising crime rates, and the exis-
tence of right-wing death squads An ineffectual
judicial system contributes to the climate of
insecurity El Salvador scores 50 on Democracy
and Freedom, just below the regional average
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ETHIOPIA

Economic Performance A 1995 per capita
GDP of US $100 places Ethiopta among the
poorest countries 1n the world Nearly two
decades of civil war, nstability, and recurring
drought have severely damaged the economic
base The main economic objectives of the tran-
sitional government that came to power In
1991 were to reduce macroeconomic tmbal-
ances, eliminate structural distortions, improve
human capital and reduce poverty Overall the
governments reform program has made sub-
stanual progress Real GDP grew an average of
6 6 percent per year over 1993-96, compared
with a rate of -2 5 percent during 1990-92

Agriculture, which accounts for almost 55 per-
cent of national output and 80 percent of
employment, remains the major contributor to
economic growth

Exports have risen substanually as
Ethiopias trade regime has been increasingly
liberalized, with reduced tanff rates and import
exemptions Coffee remains the dominant
export commodity The government has
recently reviewed the legal and regulatory
framework to remove impediments to private
acuvities and has established a privatzauon
agency to oversee the upcoming divestture of
state-owned enterprises It 1s likely that
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Ethiopia’s score of 12 on Economic Perfor-
mance 15 brased downward as a result of the lack
of recent economic growth data Ethiopia
scores 14 on Competitiveness, half the average
for Africa

Social Development and the Environment
Ethiopia’s social indicators are very poor In the
rural areas there 1s an acute lack of basic social
services, such as health care and safe water sup-
ply Nearly 12 percent of infants die before their
first birthday, and one-fifth of all children die
before the age of five Almost 50 percent of
chuldren are malnourished The very high
maternal mortality rate of 1,400 per 100,000
live births dlustrates the disproportionate vul-
nerability of women The nauonal health policy
nstituted m 1993 emphasizes primary health
care, greater reallocation of health resources
toward rural regions, and the strengthening of
the financial base for health care provision
Ethiopia scores 1 on Health, tied with Congo’s
as the lowest score 1n the world

Two-thirds of Ethiopia’s population 1s 1llit-
erate  Education expenditures averaged about
US $3 per person per year in 1995 Primary
school enrollment actually declined from 38
percent 1n 1985 to about 27 percent in 1993
Female enrollment in primary schools 1s only

Ethiopia

21 percent Ethiopia scores 5 on Education, the
third lowest in Africa, after Mozambique and
Dyibouu

Environmental problems have been aggra-
vated by the civil war, population displacement,
and the loss of livelihoods Recurring droughts
have been particularly severe and frequent over
the past decade and, along with the war and the
cutting and burning of trees for fuel wood, have
destroyed vast tracts of forest An inadequate
safe water supply, especially in rural areas, poses
serious health risks Ethiopia receives a score of
49 on Environment

Democracy and Freedom In 1995 Edhopia
held 1ts first free and fair election However, 1t
has been difficult for democrauc nstitutions to
take hold, given the conunuing unrest caused
by armed rebel groups in the countryside,
which has led to many casualties and human
rights abuses There 15 evidence that the gov-
ernment has inumidated, harassed, or 1mpris-
oned nonviolent opposition The state main-
tains firm control of the broadcast media and
has detained a number of journalists for
expressing unfavorable opinions Freedom of
religious expression 1s generally respected
Ethiopia scores 38 on Democracy and Free-
dom, just above the Africa average
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FlJI

Economic Development With a per capita
income of US $2,400 in 1995, Fit 1s the
largest and most developed country among the
Pacific Islands It 1s endowed with ferule soils
and abundant forestry, muneral, and fishery
resources Although Fyi1 made moderate
income gains 1n the 1970s, these were quickly
eroded as political turmoil 1n 1987 brought an
economic recesston Much of Fyr's growth
since 1987 has been in regaining former
income levels Real GDP growth averaged only
25 percent over 1991-95, marginally higher
than the rate of population growth Investment
activity has remained depressed since 1987

Private investment fell from around 12 percent
of GDP 1n 1986 to 6 percent 1n 1989 and has
remained stagnant in the 1990s The invest-
ment climate reflects a loss of confidence
among Indo-Fyian investors 1n Light of the
political and social instability Fi1 scores 65 on
Economic Performance, higher than the world
average but below the average for Asia On
Compettiveness 1t scores only 34, well below
the regional average

Social Development and the Environment Fiyt's
social indicators are impressive for a country at
this income level and are among the best 1n Asia
after the NICs However, poverty 1s pervasive
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and afflicts approximately 25 percent of all
households There 1s room for improvement in
overall income distribution and rural-urban
income dispanity Fut scores 72 on Health and
68 on Education, among the highest scores 1n
Asia after the NICs

The loss of forests to poorly managed log-
ging and inappropriate farming practices has
led to serious problems of soil erosion Urban
areas are affected by toxic wastes, sewage, and
air pollution related to development projects,
while the widespread use of pesticides, fertilizer
runoff, and the salinization of ground water
contribute to pollution 1n rural areas Fijt scores
46 on Environment, just below the average for

Asia

Fiji

Demacracy and Freedom Fij1 achieved inde-
pendence from Britamn 1n 1970 It s a mulu-
ethnic nation with roughly equal numbers of
Indians and ethnic Fyians The constitution pro-
mulgated 1n 1990 ensures ethnic Fyans a parlia-
mentary majority Ethmic Indians and “other
races” (mostly Chinese and Europeans) are enu-
tled to a smaller number of reserved seats 1n the
legislature Whule the judiciary 1s independent,
there are questions about 1ts efficiency and
impartality Police abuse 15 a persistent problem
The government occastonally pressures the press
not to run articles on sensitive topics, such as
race relations Domestic violence, violence
against women, and child abuse are serious prob-
lems Fi scores 50 on Democracy and Freedom
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FINLAND

Economic Development Finland 1s a highly
industrialized, largely free-market economy,
with a per capita income of U S $18,850, close
to the OECD average The main economic drn-
ver 1s the manufacturing sector, principally
wood processing, metals, and the engineering
industries Trade 1s important exports of goods
and nonfactor services represent about 33 per-
cent of GDP The Finnish economy has under-
gone a fairly severe recession during the 1990s,
with economic growth declining by 2 2 percent
per year from 1990 to 1994 Other key indica-
tors, such as gross domestic investment growth,
also fell during this pertod Unemployment has

been a persistent problem, averaging 15 percent
during the 1990s Finland scores 36 on Eco-
nomic Performance and 62 on Compeuuve-
ness, both below the industrial country aver-
ages Its Competitiveness score was hurt by the
high fiscal deficit, which averaged 12 percent of
GDP during 1991-94

Social Development and the Environment Fin-
land has one of the best educational systems in
the world, earning a perfect Education score of
100 Public expenditure on education exceeds 7
percent of GDP, a hugher level of spending than
mm most OECD countries The system 1s

designed to ensure quality and equality and the
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principle of lifelong learning  Special emphass 1s
placed on the central role of education 1n reform-
ing working life and production structures
Schooling 1s compulsory for nine years, but stu-
dents normally attend school for ten years

Finland also has an excellent health care
system, which earns a perfect Health score of
100 The government spends over 7 percent of
GDP on public health services The compul-
sory National Sickness Insurance scheme
finances most health care services Its main dis-
advantage 1s the bureaucratic character of cen-
tral administration

Manufacturing and power plants cause
serious air pollution in Finnish cities Sulfur
emisstons from wood pulp plants and other
sources have increased soil acidity However,

Finland

over 50 percent of the sulfur in Finland’s pre-
cipitation comes from other countries Finland
scores 55 on Environment, below the average
for industrialized countries, mainly because of
1ts high reported level of greenhouse gases pre-
sent 1n the air

Democracy and Freedom Finland 1s an estab-
lished democracy, where fundamental freedoms
and rights are guaranteed by law and respected
in practice Legislation enacted in 1992 grants
all Finnish citizens rights to their own culture
and equal protection under the law Discrimi-
nation on the basis of race, sex, religion, lan-
guage, and social status 1s ilegal A recently
adopted law prohibits the press from identify-
ing people by race Finland receives a perfect
score of 100 on Democracy and Freedom
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FRANCE

Economic Development France 1s one of the
most prosperous countries 1n the world, with a
high standard of living and a well-educated
work force The per capita income level 1s at the
high end of the range for OECD countries
France 1s sull recovering from the economic
recession that afflicted most countries in the
European Union at the end of the 1980s The
annual economic growth rate over 1990-94 was
only 08 percent, barely ahead of population
growth Gross domestic 1nvestment declined
during this period France’s overall score of 44
on Economic Performance 1s relauvely low,
below the average for industrialized countries

However, France scores a much better 70
on Competitiveness, in line with the industrial-
1zed country average It has a sound macroeco-
nomic foundation and boasts high numbers of
scientists, engineers, and technicians It also has
rehiable and high-quality infrastructure

Social Development and the Environment Like
most other high-income countries, France has a
highly developed education system Since 1967
education has been compulsory between ages
six and sixteen Despite far-reaching changes
introduced in the 1980s, the system continues
to be largely controlled by the government,
which retains basic powers, such as recruiting
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and compensating teachers, designing and
implementing national curricula, and confer-
ring university ditplomas France scores 95 on
Education

France also recerves a high score of 97 on
Health, owing to 1ts excellent health indicators
About 75 percent of health care bills are paid by
public insurance The incidence of heart disease
1s among the lowest in the OECD However,
alcohol consumption per capita 1s the highest
among OECD countries

Industrial pollution, agricultural activities,
and urban waste have polluted many French
rivers The government has launched several
major efforts to 1mprove water quality and
increase waste treatment capacity Air pollution
remains a problem, especially in major cites,
which have high population densities and high
levels of vehicular emissions The government
sets annual goals for reducing the main air pol-

France

lutants, such as sulfur oxides, nitrogen oxides,
and carbon France scores 68 on Environment,
a relauvely high score among industrialized
countries

Democracy and Freedom France 1s an estab-
lished democracy whose constitution grants the
president significant powers, including the
authority to rule by decree under certain emer-
gency circumstances and to call a referendum to
dissolve a hostile parliament Fundamental free-
doms and mghts are protected by law and
respected 1n practice However, 1n recent years
the threat of terrorism spilling over from Alge-
ria (a former French colony) has led to some
restrictions on the freedom of expression The
poor treatment of immugrants 1s also drawing
domestic and international press attention
France scores 86 on Democracy and Freedom,
lower than the average of 95 among industrial-
1zed countries
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GERMANY

Economic Development With a per capita
income of $27,510 1n 1995, Germany 1s one of
the wealthiest countries 1n the world A great
deal of public resources have been put 1nto the
process of reunifying the former East and West
Germany 1n an effort to minimize disparities 1n
living standards, incomes, infrastructure,
schools, and so forth The modest GDP growth
rate of 11 percent over 1990-94 should be
viewed 1n this context Germans enjoy a high
standard of living, abundant leisure time, and
comprehensive social benefits Germany has
one of the most highly educated and highly
skilled work forces 1n the world It has many

world-class companies that manufacture tech-
nologically advanced products

Germany scores much higher on Compeu-
triveness (73) than on Economic Performance
(30) The factors that lead to the high assess-
ment on Compeutiveness include high domes-
tic saving rates, excellent bond ratings, large
numbers of scientists, engineers, and techni-
cians, few foreign exchange controls, and out-
standing infrastructure Two of the biggest chal-
lenges to Germany’s economic position are,
paradoxically, by-products of its success a
strong currency, resultung from consistent trade
surpluses, and high wage costs, which stem 1n
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part from high skill levels and productivity
These constraints could erode German compet-
itveness as well as slow future growth and
investment 1n manufacturing

Social Development and the Environment Ger-
many scores 92 on Education, 1n line with the
industrialized country average Schooling 1s
compulsory for twelve years, from ages six to
eighteen The majority of educational insutu-
uons are public, attendance at which 1s free
Enrollment in higher education has expanded
rapidly since the 1960s New curricula in higher
education have been strongly oriented to practi-
cal occupations Germany also boasts a highly
developed system of trade apprenticeships

Germany has excellent health indicators,
earning a Health score of 94 Over 90 percent
of health care bills are paid by public insurance
However, the level of alcohol consumption and
the 1ncidence of heart disease are among the
highest 1n the European Union

The major environmental problems are con-
centrated 1n eastern Germany The southern part

Germany

of eastern Germany has been devastated by air
pollution from coal-burning utility plants and
industrial plants Raw sewage and industrial
effluents have damaged the rivers 1n eastern Ger-
many Germany recerves very low scores on 1ndi-
cators measuring emission of greenhouse gases
Overall, Germany scores 61 on Environment, in
line with the industrialized country average

Democracy and Freedom Since 1ts establish-
ment as a democratic republic at the end of
World War II, Germany has become a solid
democracy Citizens have the right to form
political parties However, parties deemed
extremist or resembling the Nazi Party 1n 1deol-
ogy are not allowed The press and broadcast
media are free and independent Religious free-
dom 1s generally respected, except 1n the case of
Scientologsts, who are banned from proselytiz-
ing in public Labor, business, and farming
groups are free, highly organized, and influen-
tial Germany recerves a score of 86 on Democ-
racy and Freedom, below the industrialized
country average of 95
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Economic Development Ghana 1s a low-income
country, with per capita GDP of US $410 in
1994 It 1s endowed with a broad range of nat-
ural resources, including arable land, forests, siz-
able deposits of gold, dramonds, bauxite, and
manganese, as well as constderable potential for
hydroelectric power The main economic activi-
ties are related to the primary production and
export of cocoa and gold Most of the population
1s engaged 1n small-scale agriculture

Ghana was once among the most prosper-
ous of West African nations However, decades
of inward-looking economic policies and public
resource musmanagement, coupled with the

GLOBAL Benchmarks

deterioration of its external terms of trade, led
to substantial declines i mncome from the
1970s through the 1980s Since 1983 the gov-
ernment has undertaken a series of stabilization
and reform measures to 1mprove macroeco-
nomic conditions and the compeutve environ-
ment In 1990-94 Ghanas recovery enjoyed
moderate success, with annual GDP growth of
4 3 percent and annual export growth of 7 5
percent Growth 1n the 1990s has been driven
by public sector investment, whereas private
sector investment s lagging In 1995 Ghana
began a three-year structural adjustment pro-
gram supported by the IMF The country 1s
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currently taking a more outward economic ori-
entation that emphasizes regional cooperation,
export growth, and the removal of trade barn-
ers Ghana’s scores on Economic Performance
(44) and Competitiveness (35) are both above
the averages for Africa

Social Development and the Environment Social
indicators tn Ghana are generally better than
those of other countries in sub-Saharan Africa
However, social progress stagnated during a
decade of economic decline In recent years,
under the recovery program, economic growth
has produced solid improvements 1n social indi-
cavors, including primary school enrollment
and poverty trends The fertility rate of 5 8 chil-
dren per woman and the very high population
growth rate of 3 percent will continue to chal-
lenge these improvements 1n economic oppor-
tunuties and social conditions Ghana scores 25
on Health and 36 on Education, both above the
average for Africa

Rapid population growth, overgrazing, and
overfarming have led to deforestation, soil

Ghana

degradation, and erosion Forest loss 1s esti-
mated at a rate of 278 square mules a year
Ghana faces a serious lack of safe drinking
water Pollution by industrial, commercial,
domestic, and community wastes 1s common
Ghana scores 61 on Environment, a high score
compared with both the world average and the
Affrica average, manly because of low reported
levels of greenhouse gas emissions

Democracy and Freedom Ghanalans cannot
practice democracy The 1992 muluparty elec-
tions, which gave President Jerry Rawlings a
majority of the vote, were deemed neither free
nor farr Continued government interference
and 1nadequate funding have limited the
growth of truly independent media Ghanaians
have the right to organize and demonstrate
The judiciary 1s increasingly independent but 1s
sull subject to government influence Minor
legal cases 1n rural areas are generally handled
by traditional courts Ghana scores 48 on
Democracy and Freedom, above the regional
average of 34
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GREECE

Economic Development Greece has one of the
lowest income levels in the European Union 1n
1994, per capita GNP was US $10,930, mea-
sured 1n purchasing power parity Tourism 1s a
major economic actvity Growth in GDP during
1990-94 was modest, at 14 percent per year
The main economic problems have been high
unemployment, inflation (averaging 15 percent
per year over 1984-94), and runaway budgetary
deficits (averaging 17 percent of GDP over
1989-95) Its Economic Performance score was
higher than the world average, at 57

On Compettiveness Greece recerves one of
the lowest scores (37) among OECD countries

The contributng factors include low saving
rates, high government budget deficits, a low
sovereign debt raung, and relauvely few
research personnel Infrastructure in Greece 1s
generally considered adequate

Sacial Development and the Environment
Greece scores 90 on Health and 94 on Educa-
tion, close to the averages for industrialized
countries and much above the averages for mud-
dle-income Europe Schooling 1s compulsory
from ages six to fifteen, and the public educa-
tion system 1s extensive About 24 percent of all
secondary school graduates enter universities
Public universities are generally more competi-
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tive than primary and secondary schools 1n
admissions The universal public health 1nsur-
ance system covers about 85 percent of all
health bulls, but many families opt for addi-
tional private insurance coverage

Major Greek ciues suffer from severe air
pollution, in particular, Athens, where hun-
dreds of people visit hospitals every year for pol-
lution-related respiratory and heart complants
The main sources of pollutants are industrial
plants, power stations, automobiles, and the
high-sulphur o1l used for central heating Pollu-
tion monitoring stations have been installed
throughout greater Athens and 1n eleven other
Greek cities Greece scores 61 on Environment,
in line with the average for middle-income
Europe

Greece

Demacracy and Freedom Greece 1s a democra-
tic country where voting 1s compulsory How-
ever, restrictions against changes 1n voting
address routinely force hundreds of thousands
of citzens to travel long distances 1n order to
vote The media are generally free and indepen-
dent There are some reports of violations of
freedom of expression, assembly, and political
participation for minorities, as well as religious
persecution and police brutality Religious free-
doms remain restricted, those who are not
members of the Greek Orthodox community
are prohibited from entering certan occupa-
tional areas, such as primary school education,
the police, and the mulitary Greece scores 73 on
Democracy and Freedom, just above the aver-
age of 70 for middle-income Europe
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GUATEMALA

Economic Development With per capita GNP
of US $1,340 1n 1995 and a population of
almost 11 million, Guatemala 1s the largest
economy in Central America It 1s predomi-
nantly agricultural The country has endured a
century of dictatorships, coups d’état, and guer-
rilla insurgencies In the early 1980s Guatemala
suffered significant economuc decline when
inward-looking economic policies failed to
cope with external shocks or stem declining
investor confidence 1n the face of regional and
cvil conflict As the regional and national polit-
1cal situations stabilized, the Guatemalan econ-
omy began to recover in the early 1990s

Between 1990 and 1994, domestic output
grew at a rate of 4 1 percent The improved
political and economuc climate brought about
an investment growth rate of nearly 11 percent
Exports grew more moderately, at 5 2 percent,
during this period Prudent monetary and fiscal
policies were nstrumental 1n the economic
recovery Guatemala recewves scores of 58 and
40 on Economic Performance and Compeu-
tiveness respectively both in line with the aver-
ages for Latin America and the Caribbean

Social Development and the Environment
Guatemalan society 1s sharply segmented, with
income and land distribution highly skewed
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against the rural 1ndigenous populauon, most
of which 1s of Mayan origin This imbalance has
contributed to the civil strife between successive
governments and guerrilla forces based in the
highlands since the 1960s Economic condi-
tions deteriorated throughout the 1980s, and
67 percent of the population was estimated to
live 1n extreme poverty 1n 1989

Social indicators are among the worst 1n
the region, those for child health and mortality
are particularly poor An estimated 44 percent
of the population 15 dliterate, and the rauo 1s
particularly skewed toward the indigenous peo-
ples Guatemala’s score of 39 on Health places
it just above Bolivia and Hai in the Laun
America and Caribbean region Its Education
score of 16 puts 1t near the bottom for the
region, just above Hait1

Substanual forests cover more than one-third
of the country, but the destruction of natural for-
est 1s proceeding at a rapid rate as trees are cut
down to provide fuel wood for an esumated three-
quarters of all households In rural areas only 43

Guatemala

percent of the population has access to safe water
Guatemala recetves a score of 59 on Environment,
higher than the regional average of 48, manly
because of favorable indicators 1 air quality

Democracy and Freedom Citizens can 1n prin-
ciple elect their government democratically mn
Guatemala However, democratic processes and
cvilian admunustration have been undermined
by the powerful military and the widespread
corruption that has penetrated most public
mnstitutions, including the legislature and the
judictary While fundamental freedoms are
guaranteed by the constitution, the exercise of
many basic rights has been restricted n a cli-
mate of violence, lawlessness, and military
repression The growing crime wave 1s often
attributed to the mulitary and former soldiers
There has been increasing violence against
members of rights orgamizations and cvic
groups calling for reform and ughter civilian
control of the military Guatemala scores 34 on
Democracy and Freedom, well below the
regional average of 52
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GUYANA

Economic Development Guyana is one of the
poorest countries in the Western Hemusphere
Its economy 1s based on commodity exports,
including bauxite, sugar, rice, gold, and forestry
products After gaining independence from the
United Kingdom 1n 1966, the government pur-
sued a set of development policies based on
extensive state ownership and intervention
Such policies proved inadequate to deal with
external shocks 1n the 1980s Income stagnated
and declined through most of the decade In
1988 the government reversed course and
adopted an economic recovery program sup-

ported by the IME which included broad

macroeconomic and structural reforms to lead
the economy toward a more market-oriented
structure  Guyanas economy has responded
well to these reform efforts Annual GDP
growth averaged 7 percent over 1992-95, and
inflation fell from 83 percent in 1991 to 8 per-
cent 1n 1995 Guyana's disappointing scores on
Economic Performance (25) and Competitive-
ness (3) are probably biased downward as a
result of insufficient data

Social Development and the Environment
Guyana once had some of the best social 1ndi-
cators 1n the Cartbbean However, 1ts social
infrastructure deteriorated in the wake of the
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economic decline, and the country fell behind
1ts neighbors 1n many indicators Poverty 1s per-
vasive, with an estimated 40 percent of the pop-
ulation living below the poverty line Guyana’s
score of 50 on Health 1s below the average for
Latin America and the Caribbean

Guyana’s education 1ndicators remain
impresstve for a country at this income level
Illiteracy rates are very low, and the country has
some of the highest primary enrollment and
completion rates in the region These achieve-
ments are reflected in 1ts high Education score
of 73

Sewage and solid waste disposal are serious
environmental problems in Guyana Inade-
quate and malfunctioning sewage systems and
the dumping of solid wastes into drainage
canals threaten public health Parts of the coast
lie below sea level, and breaches of its sea

Guyana

defenses occastonally cause latrines and septic
tanks to flood, contaminating drinking water
Overall, only 14 percent of the population has
access to safe water Guyana scores 45 on Envi-
ronment, below the regional average

Democracy and Freedom Ciuzens of Guyana
can change their governments democraucally
Fundamental rights, such as freedom of expres-
ston, religion, and the organization of political
parties, civic organizations, and labor unions,
are not formally guaranteed in the constitution
but are generally respected in practice The
judicial system 1s independent, although under-
funded and understaffed The police remain
vulnerable to corruption, especially 1n the light
of the increasing penetration of the drug trade,
particularly from Colombia Guyana scores 75
on Democracy and Freedom, much above the
regional average
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HAITI

Economic Development With an estimated
per capita income of U S $250 in 1995, Haitt
ts the poorest nation 1 the Western Hemi-
sphere Since 1t ganed 1ts independence from
France in 1804, Hait has endured a hustory of
poverty, violence, instability, and dictatorship
It remains a predominately rural nation The
September 1991 coup that ousted elected Pres-
ident Jean-Bertrand Aristide led to three years
0{: severe cconomic mlsmanagement and an
mternational embargo that caused a dramauc
decline 1n living standards Although President
Anistide returned to Haitt in October 1994 and
the embargo was lifted, the damage had been

done During fiscal years 1992-94, economic
performance deteriorated at an accelerated
pace Real GDP fell by almost 20 percent over
1992-93 and declined further by 10 6 percent
in 1994 The economic damage of the
embargo was compounded by the destruction
of a severe tropical storm 1n November 1994
Per capita GDP declined at a rate of 5 percent
between 1985 and 1994 Bleak economic
prospects have accelerated emugration to the
neighboring Dominican Republic 1n the
1990s Haitt scores 2 on Economic Perfor-
mance, the lowest 1n Latin America and the
Caribbean On Competitiveness 1ts score of 16
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puts it just above Cuba and Guyana 1n the
region

Social Development and the Environment Hait1
has some of the poorest social indicators 1n the
world Social conditions have continued to
deteriorate during the 1990s In 1994 an est-
mated 50 percent of the population had a
caloric intake below 75 percent of requirements
(defined by the World Bank), and more than
one-fourth of all children suffered from malnu-
triion Infant mortality and maternal mortality
rates are both alarmingly high Out of 1,000
live births, 127 are not expected to survive until
age five Over half of adults are illiterate Hait
scores 18 on Health and 4 on Education, rank-
ing last 1n the regton in both categories

Extensive cutting of trees and shrubs for
firewood and charcoal has devastated Haitr’s
forests Less than 2 percent of the country
remains forested This has exacerbated the
problems of soil erosion and land degradation

Haiti

Safe drinking water 1s scarce Sewage systems
and sewage treatment are nonexistent Water-
borne diseases are widespread Haitn recerves
very low scores 1n almost all environment vari-
ables Its overall score of 48 1n the environment
vector 1s boosted by low reported levels of
greenhouse gas emissions

Democracy and Freedom The parliamentary
election held 1in 1995 after President Arisude’s
return was widely considered subject to fraud,
calling into question the president’s legitimacy
The country has little democratic tradition and
extremely weak insutunions Conunued eco-
nomic deterioration and the lack of police dis-
cipline have led to steep increases 1n violent
crime and to a climate of lawlessness While
independent media exust, critics of the govern-
ment are frequently targets of inumidation,
including mob attacks Hait1 recetves a score of
25 on Democracy and Freedom, well below the

regional average of 52
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HONDURAS

Economic Development Honduras ranks
among the least developed countries in the
Western Hemusphere Although there has been
some economic progress over the past decade,
in 1995 per capita income remained low, at
US $600, mainly as a result of a severe eco-
nomic decline followed by stagnation
throughout the 1980s Modest income gains
have been made since 1990, as a result of
structural reforms that provided the legal
framework for expansion and accelerated the
implementation of new economic policies
Overall, per capita income grew at only 05
percent per year between 1985 and 1994 The

new government that took office 1n 1994
undertook important fiscal measures to reduce
the public deficit to 6 9 percent of GDP from
over 10 percent during most of the 1980s
Economic growth resumed 1n 1995, with real
GDP increasing by 3 6 percent based on a
rapid increase 1n exports and the eliminauon
of electricity rationing Honduras scores 48 on
Economic Performance, below the regional
average of 56 However, 1t outperforms the
region on Compeutiveness with a score of 51,
mainly because of a high saving rate, a high
export-to-GDP ratio, and high levels of for-

cign direct investment
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Social Development and the Environment
Poverty 1s a pervasive problem in Honduras,
particularly 1n rural areas One 1n four adults
1s illiterate, and almost 19 percent of children
under the age of five suffer from moderate to
severe malnutrition Nationally, child and
infant mortality rates are found to be closely
correlated with inadequate access to a clean
water supply An estimated three-fifths of the
population 1s inadequately housed, which, in
turn, leads to other social and health prob-
lems Honduras scores 48 on Health and 36
on Education, both well below the regional
averages

Rapid population growth and urbanization
have strained the environment in Honduras
Water pollution by industrial discharges and
the lack of abatement threaten the supply of
safe drinking water Less than half of the rural
population has access to safe water Deforesta-
tion, resulting from the expansion of subsis-
tence farming and commercial logging, has led
to soil degradation and erosion Honduras

Honduras

scores 51 on Environment, just above the
regional average

Democracy and Freedom Honduran citizens
can elect their government democratically
Constitutional rights regarding free expression,
freedom of religion, and the right to form polit-
1cal parties and civic organizations are generally
respected 1n pracuce However, democratic
institutions are constantly undermined by the
military, which maintains a powerful status 1n
economic and social institutions and resorts to
threats and violence to preserve 1ts interests
Violence 1s often linked to economic interests
and targeted against business executives, trade
untonists, and peasant leaders The judiciary 1s
weak and plagued by corruption Moreover,
death threats have weakened the resolve of
some judges adjudicating human nghts cases
Members of the media are also subject to intum-
idation and threats, especially 1n covering rights
violations and corruption Honduras scores 48
on Democracy and Freedom, just below the
regional average of 52
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HONG KONG

Economic Development After several decades
of rapid economic growth, Hong Kong enjoys a
per capita income of U S $21,650, higher than
that of the United Kingdom, Australia, and
Canada Hong Kong 1s a free-market economy,
with few tariffs and nontariff barriers, low lev-
els of taxation, and high levels of economic free-
dom for firms and individuals A densely popu-
lated 1sland territory Hong Kong ts a model of
economic efficiency and prosperity Shortages
of labor and land have put upward pressure on
prices, making Hong Kong one of the most
expensive business locations in the world In
recent years economic ties with mainland

China have been intensified as Hong Kong
firms have made substanual direct and portfo-
lio investments in manufacturing operations mn
China Formerly a Briush colony, Hong Kong
was politically reunited with mainland China in
July 1997 Hong Kong receives very high scores
on both Economic Performance (95) and Com-
peuativeness (80) On Economic Performance 1t
ties with Singapore as second worldwide Thus
score 1s due to strong economic growth rates
high levels of per capita income and the depth
of financial markets Its Compettveness score
1s based on a high saving rate, significant levels
of exports, and relatively good infrastructure
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Social Development and the Environment Hong
Kongs soctal indrcators are n line with 1ts high-
income, developed status Its health indicators
are comparable to those of OECD countries,
earning 1t a high Health score of 95 Free health
services are provided through a network of pub-
lic hospitals and clinics, although many citizens
opt for private care On Education Hong Kong
scores 81, compared with an Asian NIC average
of 86, mainly because of lower primary, sec-
ondary, and tertiary enrollment rates Educa-
tion 15 compulsory unul grade nine and 1s pro-
vided free or at very low cost through a network
of public and government-subsidized schools
Higher education opportunities have been
expanded in recent years but remain inade-
quate Tertiary students abroad represent 50
percent of those at home

Hong Kong’s environmental problems are
manifestations of urbanization, rapid develop-
ment, and congestion As an economic entity,
Hong Kong has one of the highest population
densities among the world’s countries Emis-
stons from vehicles, industrial activities, and
energy generauon are the major source of pol-
lutants Hong Kong does not participate in any
major global environmental conventions, and
few registered environmental nongovernment
orgamuzations (NGOs) operate there Hong

Hong Kong

Kong scores 53 on Environment, above the
Asia average and the highest among the Asian
NICs

Democracy and Freedom Citizens of Hong
Kong cannot change their government freely
Hong Kong was governed as a British colony
for nearly 150 years Following its return to
China, the Hong Kong Special Admunistrative
Region 1s governed by 1its own laws, based on
British common law The chief executive officer
of the region 1s appointed by China, and the
current legislature comprises members elected
partly by general elections and partly by an elec-
toral college, from a list of candidates approved
by China

Under Britssh rule, freedoms of expression,
of religion, and of organizing labor unions were
generally respected 1n practice The judiciary,
which 1s independent of the executive and rec-
ognizes due process, 1s to remain unchanged
under the new admunistration Freedom of
assembly and demonstrauon has so far been
respected However, both printed and broadcast
media practice self-censorship to avoid antago-
nizing China Hong Kong recetves a score of 53
on Democracy and Freedom (Note that Free-
dom House does not rate Hong Kong Our rat-

ing 1s based on the current political climate and
the cvil liberties observed )
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HUNGARY

GLOBAL Benchmarks

&

Economic Development With an estimated
per capita income of US $3,840 mn 1995,
Hungary 1s one of the most economically
advanced countries 1n eastern Europe It led 1ts
soctalist neighbors 1n experimenting with mar-
ket-type reforms The New Economic Mecha-
nism, introduced 1n the late 1960s and acceler-
ated through the 1980s, was a major step
forward 1n establishing the basic legal and nsu-
tutional framework for a market economy
However, despite i1ts head start, Hungary’s
reform efforts stalled 1n the 1990s The drastic
reorientation of trade after the collapse of the
Soviet bloc also contributed to 1ts disappointing

economic performance in the first half of the
1990s GDP actually declined at a rate of 2 per-
cent between 1990 and 1994, while exports
shrank by 6 percent per year Hungary recerves
a low score of 24 on Economic Performance
In March 1995 the Socialist-Liberal coali-
tion government adopted an emergency stabi-
lization program, which has generally produced
posttive results Hungary led the former socral-
1St countries 1n privatization, by selling substan-
tial stakes 1n the gas, electricity, and o1l indus-
tries to foreign nvestors It scores 50 on
Competitiveness, above the world average,
mainly because of high levels of foreign direct
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investment and a relatively small average bud-
get deficit 1n 1988-91

Social Development and the Environment As a
former socialist country, Hungary has a very
equutable income distribution The income share
of the lowest 40 percent of households 1s about
26 percent, compared with 18 percent in Canada
and 22 percent 1n Japan Its health indicators are
impressive for a country at thus level of per capita
income Life expectancy at birth 1s seventy years,
and maternal, infant, and child mortality rates
are low Hungary scores 83 on Health, compared
with an average of 80 for middle-income
Europe Its Educauon score of 72 1s earned by
moderately high scores in the primary school
enrollment and completion indicators

While air 1s considered cleaner in Hungary
than 1n some neighboring countries, air pollu-
tion 1s still a significant problem in many urban
and industrial areas An increasing number of

Hungary

children 1n Hungary’s industrial cities are devel-
oping chronic respiratory diseases About 41
percent of the population 1s exposed to high
levels of sulfur and nitrogen dioxide Sewage
facilities exist for just over half of the popula-
uon Hungary recetves a score of 67 on Envi-
ronment, a relauvely high score, because of the
hugh percentage of the population with access
to a safe water supply

Democracy and Freedom Hungary 1s a mulu-
party democracy The 1994 electuions were free
and fairr Fundamental freedoms are protected
by law and respected 1n practice The judiciary
1s independent, as demonstrated by several cases
in which the Consututional Court nullified
aspects of the government’s economuc austerity
program 1n 1995 The print media are generally
free and independent The state owns two tele-
viston stations but has plans to privatize them
Hungary scores 88 in Democracy and Freedom
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ICELAND

Economic Development Iceland 1s a small,
island economy with a very hugh standard of
living GNP per capita was US $19,210 1n
1994 The country has a prosperous, Scandina-
vian-style economy, which 1s basically market
ortented but provides an extensive social safety
net It enjoys low unemployment rates of
around 5 percent as well as a relatuvely even dis-
tribution of wealth The economy 1s heavily
dependent on the fishing industry which pro-
vides 75 percent of export earnings Icelands
Economic Performance score 1s 56 just above
the world average Its score of 60 on Competr-
tiveness 1s somewhat higher but 1s below the

average among industrialized countries Iceland
recerves high scores on Competitiveness indica-
tors such as sovereign bond rating, numbers of
scientists, engineers, and technicians, and ease
of foreign exchange conversion However, its
score on budget deficits 1s low, as deficits aver-
aged 4 percent of GDP per year from 1989 to
1994

Social Development and the Environment Iceland
has very good social indicators and scores 97 on
Health Life expectancy at birth 1s seventy-nine
years, the highest in the world while the infant
mortality rate s among the lowest The Health
Service Act of 1978 guarantees all citizens access
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to the best health service available Iceland
recerves a relatively low score of 75 on Educauon,
mainly because iliteracy rates are not available
The Education score 1s also biased downward by
a low rate of enrollment in higher education

Some environmental sources rank Iceland
among the world’s heaviest users of aruficial fer-
tillizers Nitrates and phosphates washing off
farmlands are polluting ground and surface
water supplies Iceland scores 53 on Environ-
ment, lower than the industrialized country
average, mainly because of high levels of green-
house gas emussions

Iceland

Democracy and Freedom Icelanders can
change their governments democratically Fun-
damental freedoms and rights are guaranteed by
the constitution The judiciary 1s independent
Over 95 percent of eligible workers belong to
free labor unions, and all workers enjoy the
night to strike Censorshup 1s banned under the
constitution and the media openly offer plural-
istic views Despite 1ts highly homogeneous
population, the country has outlawed any form
of discrimination based on race, language,
social class, or gender Iceland recerves a perfect
score of 100 on Democracy and Freedom
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INDIA

Economic Development India 1s the second
most populated natton 1n the world and one of
the poorest Per capita income 1s estimated at
US $350 1n 1995 Since independence from
Britain 1n 1947, India has pursued a planned
approach to development, characterized by
heavy state involvement in the economy The
state has traditionally maintained extenstve
regulatton and ownership 1n key sectors, such
as banking, basic industries, utilities, and
infrastructure  India’s growth rates have
remained modest over the past decade Per
capita GDP increased at a rate of 2 9 percent
from 1985 to 1994, which was nsufficient to

bring the majority of the population out of
poverty

In June 1991 the new government
launched a major structural adjustment effort
and shifted to a more market-oriented develop-
ment strategy Key reforms include the liberal-
1zation of trade, investment, capital and money
markets, banking, and the tax system The
economy has responded well to these changes,
yielding a growth rate of over 6 percent in both
1994 and 1995 India scores 62 on Economic
Performance, below the overall average for Asia
(excluding the NICs and Japan) Its low score
of 32 on Competitiveness reflects 1ts persis-
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tently high government budget deficit, low
overall levels of foreign direct investment, and a
low ratio of exports to GDP India’s sovereign
bond rating 1s also weak

Social Development and the Environment Poverty
1s widespread mn India and parucularly afflicts
rural areas India’s social indicators are among the
poorest in Asta Maternal, infant, and child mor-
tality rates are all very hugh Close to half of the
adult population 1s illiterate Fewer than two-
thirds of school children complete grade five,
and secondary and tertiary education enrollment
rates are low India scores 37 on Health and 36
on Education, well below the averages for Asia

The major environmental problems are
related to population growth, industrial devel-
opment, and urbanization Urban pollution 1s
sertous, with sulfur dioxide levels in nine of the
ten major citles exceeding national standards
Untreated sewage, industrial effluents, and
excessive use of pesticides and fertlizers pollute
both surface and ground water Less than half
of the urban population has access to sanita-
uon India scores 69 on Environment, the high-
est score 1n Asia, despite the problems described

India

above This score 1s boosted by India’s active
participation 1n major global environmental
conventions, and the high number of environ-
mental NGOs operating 1n India

Democracy and Freedom India 1s a democratic
country 1n which citizens can change their gov-
ernments tn multiparty elections However, over-
all, the rule of law 1s weak Corruption under-
mines many levels of government Sporadic
violence instigated by religious or ethnic groups
15 often met with excessive force by the police
and security forces The judiciary 1s independent
but seriously backlogged Judges are also prone
to bribery, which tlts the judiciary system 1n
favor of the rich Police torture of suspects and
abuse of prisoners 1s widespread Violence
against women 1s common 1n Indsa, particularly
in relation to dowry disputes Forced prostitu-
tion, street children, chuld prosttution, and child
labor are serious problems Religious freedom 1s
guaranteed by law Members of lower castes are
often subject to discrimination and sometimes to
random violence India scores 48 1n Democracy
and Freedom, higher than the overall average for
Asia (excluding the NICs and Japan)
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INDONESIA

Economic Development With a per capita
GDP of US $880 1n 1994, Indonesia ranks
among the lower-middle-income countries
worldwide It 1s endowed with abundant and
diverse natural resources, including oil, mineral
deposits, and umber Over the past three
decades, Indonesia has enjoyed rapid and con-
sistent economic growth, with GDP rising at a
rate of 6 7 percent annually since 1965 The
nattons economy has become less dependent
on o1l more diversified and industrialized, and
increasingly open and driven by the private sec-
tor Indonesias development strategy 1s based
on maintaining macroeconomic stability

through appropriate fiscal and monetary policy,
careful debt management, and stronger domes-
tic saving and investment Indonesia earns a
very high score of 85 on Economic Perfor-
mance and 67 on Competitiveness

Social Development and the Environment
Indonesias poor have benefited substantially
from the booming economy Central to the
country’s development strategy 1s the enhance-
ment of human resources through improved
effictency quality and delivery of health and
education The government 1s also working to
reduce poverty by increasing the access of the
urban poor to basic educauon and health ser-
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vices and targeting programs for the very poor
The incidence of poverty declined from around
60 percent 1n the early 1970s to about 14 per-
cent 1n 1996 Universal primary education has
been achieved and illiteracy has fallen by almost
two-thirds Enrollment in secondary and ter-
tiary educational institutions has risen sharply
Indonesia’s Education score of 49 1s above the
average for Asta However, Indonesia’s Health
score of 41 1s low compared with the regional
average, reflecting slow progress 1n health indi-
cators such as infant and maternal mortality
rates

Selective logging to support the wood and
pulp industries has done tremendous damage to
Indonesia’s indigenous rainforest The remain-
ing forests and mangroves are threatened by
population pressure and inland migration
Industrial wastes and sewage pollute rivers n
port cities, presenting a serious risk to urban

Indonesia

restdents dependent on these rivers for drinking
water and fish Only one-third of Indonesians
have access to safe water Indonesia scores 37 on
Environment, the second lowest 1n Asia

Democracy and Freedom Indonesians have
not been able to exercise their rights to change
their governments as a result of instututional
barriers, the power of the military, and several
decades of President Suharto’s authoritarian
rule Military personnel hold many legislative
seats and key admunistrative posts The army
and police violate ctvilian rights with impunity
Official corruption 1s rampant Self-censorship
among journalists 1s widespread Freedom of
association 1s limited, the police must be nou-
fied of all political meetings Ciuzens of Chi-
nese descent face significant restrictions and
discrimination and are often targets of violence
during periods of economic downturn Indone-
sta recerves 0 on Democracy and Freedom
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IRAN

Economic Development Before the 1979 revo-
lution and the 1980-88 war with Iraq, [ran was
one of the most advanced economies 1n Middle
East Following the Islamic revolution, Iran’s
new leaders established an economic system
that discouraged private enterprise and favored
management by the state The petroleum
industry, banking system, transportation, and
utthities were nationalized The change of gov-
ernment 1 1989 brought some economic
reforms However, a reportedly corrupt and
intransigent bureaucracy, coupled with hard-
line militants in the parhiament, have con-
strained these reform efforts

With a per capita GDP of about U S $1,019
in 1994, Iran ranks among the middle-income
developing countries Oil remamns the principal
export Recent economic performance has been
mixed GDP growth has been high, averaging 5 2
percent over 1990-94 However, domestic
investment growth has been negative over the
same pertod Iran scores 47 on Economic Perfor-
mance, which 1s the world average burt above the
Middle East average The country’s Competitive-
ness score 1s relatively low, at 37, owing to low
levels of foreign direct investment, high inflation
(averaging 23 percent 1n 1984-94), and a very

low number of scientists and engneers
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Social Development and the Environment Iran’s
social indicators are generally lower than those
of s smaller, oil-rich neighbors 1n the Arab
Middle East However, 1t has made great
progress 1n tmproving child survival and nutri-
tion rates over the past three decades Life
expectancy at birth s now sixty-eight years,
compared with fifty in 1960 High ferulity and
population growth rates will continue to chal-
lenge the improvement of social conditions and
economic opportunities Over a quarter of the
adult population 1s illiterate, and the differen-
t1al between male and female illiteracy 1s nearly
20 percent, indicating the disadvantaged social
position of women Overall enrollment rates for
female students at all educational levels are 10
percent lower than those for the male popula-
tion Iran scores 49 on Health and 55 on Edu-
cation, both below the Middle East averages

Iran suffers from serious water pollution 1n
the Persian Gulf, mostly related to o1l tanker
accidents, downed airplanes, and black rain and
toxic fumes from burning oil wells 1n Kuwart
Drought and inefficient use of water have led to
shortages of drinking water Irans air 1s pol-

Iran

luted, especially in the urban areas, by emus-
stons from cars, refinery operations, and indus-
try Iran scores 44 on Environment, below the
Middle East average

Democracy and Freedom Iran does not have a
democrauc political system While there are
direct elections, 1n effect the country is run
mainly by the Shute clerical elite, which must
approve all candidates who run for office The
few political parties that do exist are barred
from parucipatng in elections The state
silences political dissent through extreme mea-
sures, such as threats of arbitrary detention, tor-
ture, summary trials, and execution The gov-
ernment executes several hundred people every
year for political reasons

There 1s no independent judiciary 1n Iran
Judges must meet strict political and religious
qualifications, and they can serve simultane-
ously as prosecutors during trials The broad-
cast media are state owned and serve to dis-
seminate government propaganda The Baha't
and Kurdish munorities are often persecuted
Iran recetves a score of 0 on Democracy and
Freedom
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IRELAND

Economic Development Ireland 1s a small,
open economy on the periphery of Europe
Before joining the European Unton 1n 1973,
Ireland relied on trade barriers to protect local
industry The government gradually dismantled
these barriers 1n the mid-1970s, leading to a
radical restructuring of the economy By the
mid-1980s, Irish unemployment had reached
20 percent and 1t stood at 12 percent 1n 1995,
one of the highest rates in the European Union
As many as 30 000 people emigrated from Ire-
land annually throughout the 1990s

The degree to which 1t has embraced foreign
trade 1s evidenced by the fact that exports

accounted for about 75 percent of GDP and
imports accounted for some 60 percent of GDP
1in 1995 During the 1990s Ireland has had one
of the most successful economic performances in
all of Europe From 1990 to 1994 GDP grew at
a4 5 percent rate, and exports of goods and non-
facror services grew by 10 percent per year The
software, electronics, and tourism industries have
been the main engines of growth Software and
electronics growth has been sumulated by attrac-
trve 1ncentives for foreign 1nvestors, access to the
European market and special training programs
that strengthen work force skills in technical
areas, such as computer science, software engi-
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neering, mathematics, and information technol-
ogy Ireland scores 67 on Economic Performance
and 86 on Compeutiveness, ranking second
among industrialized countries

Social Development and the Environment Social
indicators in Ireland are about average for the
European Union Its Health score of 92 1s
shightly below average for industrialized coun-
tries, mainly as a result of relatively low immu-
nization rates Indicators for the prevalence of
AIDS and rate of increase 1n HIV infections are
both below the average for the European Union
Public expenditure on health is below the Euro-
pean Union average About 90 percent of all
health care bills are paid by public insurance

Ireland has very low illiteracy rates and
scores 96 on Education, above the industral-
1zed country average Although the government
supplies more than 90 percent of funds for edu-
cation, Irish schools are not state owned but
run by community and religious groups
Almost 92 percent of the population 1s Roman
Catholic, and the church plays a predominant

Ireland

role 1n educaton Schooling 15 compulsory
from age six to age fifteen Enrollments in ter-
tiary education have increased steadily, with
nearly five imes as many students enrolled 1n
some form of lgher educanon 1n 1995 as in
1965

Ireland suffers from increasing problems of
solid waste and air pollution, particularly 1n
urban areas Emusston levels of carbon dioxide
and other greenhouse gases are high Rapid
urbanization has led to a net loss of forest and
woodland over the past decade Ireland receives
a score of 40 on Environment, the lowest
among 1ndustrialized countries

Democracy and Freedom Insh citizens can
change their government democratically Basic
freedoms and fundamental rights are protected
The press 1s independent and generally free
The judiciary 1s independent The Roman
Catholic church 1s strong, but other faiths and
religious practices are respected in practice Ire-
land recetves a perfect score of 100 on Democ-
racy and Freedom
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ISRAEL

Economic Development Israel is a small, high-
income country where the government partici-
pates extenstvely in the economy, from owner-
shup and operation of key sectors to heavy
regulation The country 1s dependent on
imports of many essential commodities, includ-
ing crude oil, gramn and other foodstuffs, and
many industrial raw materials Diamonds,
high-technology machinery and electronic
equipment, and agricultural commodities
(ncluding fruits and vegetables) are the main
exports

On Economic Performance, Israel receives
a very hugh score of 90 Thus score 1s driven by

strong GDP growth of 6 2 percent a year from
1990 to 1994 Investment and exports have
also registered high growth rates during the
1990s On Competitiveness Israel’s score 1s 53,
just above the world average Its score is boosted
by the high number of scientists and engineers
in the population, a good sovereign risk rating,
and high-quality infrastructure but 1s reduced
by relatively low scores 1n indicators such as
budget deficit, average inflation rate, and for-
eign exchange controls

Social Development and the Environment In
Israel a disproportionate level of public resources
and foreign atd (mainly from the United States)
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1s devoted to defense and the mulitary Military
expenditures amounted to 9 5 percent of GDP
in 1994 Israel’s health indicators are compara-
ble to those n the industrialized countries,
which 1s reflected 1n 1ts high Health score of 95
The nation’s ife expectancy of 77 1s among the
highest 1n the world A lower Education score of
83 1s mainly due to the relatvely low gross
enrollment ratios at the primary and secondary
levels compared with those in the industrialized
countries

Israel’s environmental problems are mainly
related to water scarcity and pollution Ground-
water pollution caused by industrial and
domestic waste, chemical fertilizers, pesticides,
and seawater intrusion threatens the country’s
already limuted resources Population pressure
and industrialization have also caused air pollu-

Israel

tion and degradation of marine resources Israel
scores 60 on Environment, higher than the
Middle East average

Democracy and Freedom Israeli citizens elect
therr government democratically Both Arab-
based parties and far-right Jewish groups are rep-
resented 1n the parliament The judiciary is inde-
pendent, and due process rights are respected A
1979 law provides for adminustrative detention
without charge for renewable six-month periods
The security agency, Shin Bet, has been accused
of torturing Palestnian detanees The print
media are privately owned and independent
Religious freedom 1s respected, and each com-
munity has jurisdiction over 1ts members regard-
ing tssues of marriage and divorce Israel scores
73 on Democracy and Freedom, well above the
Middle East average of 18
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ITALY

Economic Development Italy, the fifth largest
industrial economy 1n the world, 1s a member
of the Group of Seven advanced industrialized
nations The country is stull divided into a
developed industrialized north and an underde-
veloped agricultural south, which 1s dominated
by state-owned companies Services account for
about 66 percent of the economy, industry 31
percent, and agriculture 3 percent

Italys score on Economic Performance is
qute low at 44 The economy grew only 07
percent a year from 1990 to 1994, while
domestc investment growth declined On
Competitiveness Italy’s score of 54 1s slightly

higher, just above the global average but much
lower than the industrialized country average
Italy earns points for the high number of scien-
tists and engneers in the population as well as
its high-quality infrastructure However, Italy
mostly underperforms the industrialized coun-
tries as a group in indicators including exports
as a share of GDPB, foreign direct investment,
and government deficits

Social Development and the Environment Edu-
cation 1s free and compulsory for children aged
six to fourteen years in Italy State schools enroll
over 90 percent of all students About one-third
of the adult population has an upper-secondary
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or tertary education degree Initiatives are cur-
rently under way to increase participation rates
in upper-secondary and postsecondary courses,
particularly in the vocational sector Italy’s
below-average Education score of 88 1s due
mainly to lower enrollment ratios at all levels
than in other industrialized countries

Italy’s health indicators are mostly compa-
rable to those of other European Union coun-
tries Universal, comprehensive, and 1n some
cases free health services are provided to citizens
through the National Health Services The sys-
tem 1s financed by payroll taxes, contributions
from the self-employed, and general tax rev-
enues, but Italy also has a small but growing
private health sector Italy’s Health score (92) 1s
hurt by low immunization rates and a rapid
increase 1n HIV infections

Italy has a great variety of environmental
laws, but implementation and enforcement
have been uneven The major environmental
issues are air and water pollution There have

Italy

been some improvements in recent years with
the installation of new waste treatment plants
and increased environmental awareness among
its ctizens  Sulfur dioxide emissions have
declined since the 1970s Italy scores 70 on
Environment, among the highest in the indus-
trialized country category

Demacracy and Freedom Italians can change
their government through democratic means
However, corruption at many levels of the gov-
ernment has undermined democratic insttu-
tions Other than reorganizing the prewar Fas-
cist Party, Italian ciuzens can freely form
political parties The judiciary 1s independent
but often considered inefficient and prone to
corruption In 1996 there was reportedly a
backlog of some 2 8 mullion unheard cases The
press 1s generally free and independent, and
fundamental freedoms guaranteed in the con-
stitution are respected 1n practice Italy recerves
a score of 86 on Democracy and Freedom,
lower than the industrialized country average
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JAMAICA

Econonmuc Development The Caribbean 1sland
nation of Jamaica 15 endowed with rich natural
resources and has a relatively well educated and
skilled labor force During the decade following
independence 1n 1962, Jamaica experienced
strong economic growth Since 1973, however,
the Jamaican economy has faltered, as high
inflation and macroeconomic instability have
recurred A comprehensive reform program 1ni-
tiated 1n 1989 aimed to lower inflation, enhance
international competitiveness, improve public
finances, and increase per capita income levels
GDP growth between 1990 and 1994 was 3 9

percent a year However, exports declined at a 1

percent rate during the same period Tourism 1s
the nation’s principal foreign exchange earner

Jamaica’s Economic Performance score of
57 1s above the regional average Its moderate
Competitiveness score (47) results from high
levels of foreign direct investment and a high
ratio of exports to GDP, but the score 1s hurt by
high inflation rates, a low sovereign risk raung,
and the small proportion of scienusts, engi-
neers, and technicians in the economy

Social Development and the Environment The
government’s strong commitment to soctal
development 1s reflected 1n 1ts Social and Eco-
nomic Support Program and the 1987 Human
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Resources Development Program Jamaica’s
soctal 1ndicators have improved significanty
over the past three decades Life expectancy at
birth 1s now 74, and infant mortality has dra-
matically improved Jamaica’s Health score of
75 1s much higher than the average in Latin
America and the Caribbean

While enrollment 1n primary and sec-
ondary education 1s almost universal, at least 15
percent of Jamaica’s adult population 1s illiter-
ate Despite concerns about declining equality,
the country’s Education score (64) shows that
Jamaica's education indicators are better than
the regional average

Estimates are that 32 percent of the popu-
lation lives below the poverty line Unemploy-
ment 1s high, at 16 percent of the labor force
Urban poverty and unemployment aggravate
the country’s serious and rising crime problem
Housing shortages 1n urban areas have led to
overcrowded squatter settlements and 1inade-
quate basic services

Deforestation, caused by excessive grazing,
subsistence crop cultivation 1n marginal lands,

Jamaica

and the converston of forests into plantations, 1s
a major environmental problem 1n Jamaica In
the Kingston metropolitan area, the discharge
of sewage and industrial effluent has contami-
nated groundwater Less than half of the coun-
try’s rural residents have access to safe water
Jamaica scores 57 on Environment

Democracy and Freedom Jamaican citizens
have been able to change their government
democraucally since the country’s independence
from the United Kingdom 1in 1962 However,
democratic processes are weakened by prevalent
fraud, police mtimidation, and bribery during
elections Although most fundamental freedoms
and rights are guaranteed 1n the constitution,
criminal violence fueled by poverty and drugs,
as well as police violations of rights, has height-
ened a sense of insecurity among citizens The
judiciary 1s independent, but 1t ts slow and lacks
resources, especially 1n addressing police abuses
The press 1s independent and free of govern-
ment control Jamarca scores 63 on Democracy
and Freedom, higher than the average of 52 for
Latn America and the Caribbean
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JAPAN

Economic Development Although Japan has
few natural resources, 1t has risen from its
post—World War II ruin to become the world’s
second largest economy 1n just several decades
Government-industry cooperatton, a strong
work ethic, and a comparatively small budget
allocation for defense have helped contribute to
this very strong “export machine ” The indus-
trial sector 1s a key sector, contributing 40 per-

cent of the countrys GDP and a vast majority
of 1ts exports

Japan 1s sull recovering from a deep reces-
ston that began 1n 1992, subjecting the country
to five years of low growth and high unemploy-

ment by historical standards Japan’s Economic
Performance score (57) 1s above the average for
the world and for the industrialized countries
Growth 1n gross domestic investment declined
between 1990 and 1994 In the compeutve-
ness vector, Japan's score 1s high at 79 This
score 1s earned by a high sovereign bond ratng,
the government budget surplus, high gross
domestic saving, the large number of scientists
and engineers 1n the population and the high
quality of Japans infrastructure as well as 1ts low
inflation rates

Sacial Development and the Environment As
one of the richest countries in the world, Japan
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enjoys very high standards of living and excel-
lent social indicators Elementary and lower-
secondary education 1s compulsory and pro-
vided free of charge There are national and
local, public and private institutions at all levels
of education, and the national, prefectural, and
municipal governments all contribute to
financing the nauon’s public education system
Japan’s Education score (91) 1s below the indus-
trialized country average because of its relatively
low level of gross tertiary enrollment

The health status of the Japanese popula-
uon 1s among the best m the world Life
expectancy at birth 1s seventy-nine years, the
world’s highest, while the nation’s infant mor-
tality rate 1s among the world’s lowest The
Japanese system stresses preventive health care,
including health education, consultations,
checkups, and immunization Coverage is uni-
versal for all citizens and 1s collectively financed
through public medicare and 1nsurance
schemes, while medical care 1s provided largely
by private institutions

Urban areas such as Tokyo, Osaka, and
Yokohama suffer from considerable air pollu-

Japan

tion Acid rain remains a serious problem in
many parts of the country Overall, Japan has
tightened 1ts air quality regulations and has sub-
stantially reduced emissions of sulfur dioxide
and nitrogen oxides from 1ts power plants
Japan scores 64 on Environment, just above the
average for industrialized countries

Democracy and Freedom Japanese citizens can
change their government democraucally All
fundamental freedoms are guaranteed and pro-
tected The judiciary 1s independent A contn-
uing civil liberties concern 1nvolves the 700,000
residents of Korean descent who are denied
Japanese citizenship at birth even after several
generations have lived 1n Japan and who face
discrimination 1n housing, education, and
employment opportunities Although freedom
of expression is guaranteed, the education min-
Istry continues to censor passages in history
textbooks describing Japan’s military aggression
during the 1930s and 1940s Journalists often
practice self-restraint regarding poliically or
soctally sensitive subjects Japan scores 86 on
Democracy and Freedom, below the average for
industrialized countries
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JORDAN

Economic Development Without the oil
reserves enjoyed by 1ts Arab Middle East neigh-
bors, Jordan has relied on skilled Jordanian
workers employed 1n other Gulf countries for
foreign exchange earnings For a decade after
1973, Jordan enjoyed an economic boom, ben-
efiung from high levels of official grants and
concessional loans However, the boom ended
in 1982, when o1l prices fell, remittances from
Jordanian expatriate workers declined, and for-
eign grants were significantly reduced The
Palestinian-Israeli  peace accord created
unprecedented opportunities for Jordan to
expand linkages in banking, tourism, transport,

and exports with Israel and the increasingly
independent Palestinian West Bank and Gaza

Jordan’s Economic Performance score (57)
is above average in the Middle East and the
world, owing to 1ts high GDP growth rate (8 2
percent) and domestic investment growth rate
(6 5 percent) 1n the 1990-94 period Its Com-
petittveness score of 46 1s in line with both the
Middle East and world averages In the com-
petitiveness vector, the strongest indicator for
Jordan 1s 1ts government budget surplus How-
ever, Jordan’s Competitiveness score 1s hurt by
such indicators as low levels of domestic saving
and foreign direct investment
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Social Development and the Environment Jordan
has made sigmficant progress i 1ts soctal indica-
tors Life expectancy now stands at seventy years,
while infant mortality has decreased 75 percent
stnce 1960 It scores 60 on Health and 67 on
Education, both of which are 1n line wich Middle
East averages On Health Jordan’s score 1s
strengthened by 1ts good chuld survival and health
indicators and a slow rate of growth 1n HIV infec-
tions but hurt by hugh ferulity and population
growth rates In the education vector, Jordan 1s
strong 1n primary school completion rates but
weak 1n secondary and tertiary enrollment ratios

The main environmental problems n Jor-
dan are related to 1ts population and industrial
growth Water 1s a scarce commodity, and con-
servation efforts are lacking The arable land
area 1s rapidly decreasing, mainly as a result of
urban expansion and deserufication Jordan

Jordan

scores 71 on Environment, the second highest
score 1n the Middle East

Democracy and Freedom Jordan is ruled by
King Hussein Although parliamentary elec-
tions are held in Jordan, citizens cannot change
therr government democratically The king
appoints the prime mimster and can dissolve
the legislature The authoriues are aggressive in
dealing with suspected Islamic fundamentalists,
often resorting to arbitrary arrests, torture, and
other abuses The judiciary 1s subject to govern-
ment influence Censorship 1s 1n place for sub-
jects including the royal family, the armed
forces, and monetary policy Islam 1s the state
religion Residents of the Baha'i faith face some
discrimunation, and the religion 1s prohibited
from running schools Jordan scores 50 on
Democracy and Freedom, well above the Mid-
dle East average of 18
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KENYA

Economic Development Kenyas economy 1s
heavily dependent on agniculture, which
employs about 70 percent of the labor force and
contributes about one quarter of GDP The
industrial sector 1s relatvely developed and
diversified Tourism remains Kenya’s principal
source of foreign exchange, providing 22 per-
cent of export earnings, while coffee and tea
production together account for an additional
24 percent

The early 1990s were marked by a sharp
decline 1n all major macroeconomic perfor-
mance indicators Between 1990 and 1994,
GDP grew less than 1 percent a year, while

gross domestic investment declined Per capita
income stagnated between 1985 and 1994 A
series of structural reforms have occurred since
that ume In 1996 the government was able to
reach an agreement with the IMF and the
World Bank on a new set of policy reforms
aimed at acceleratng the reform progress made
since 1993 The new program emphasizes the
strengthening of public expenditure manage-
ment the establishment of a national social
securtity fund and continued privatization in
1mportant €CONOMIC SeCtors

Kenya scores poorly on Economic Perfor-
mance (16), owing to 1ts poor 1ndicators 1n eco-
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nomic growth 1n recent years Its Competitive-
ness score of 37 1s higher than the Africa aver-
age In Competuveness Kenya 1s relatively
strong 1n the saving rate and the ratio of exports
to GDP but 1s hurt by low levels of foreign
direct 1nvestment, a poor sovereign risk rating,
high inflation rates, and persistent government
deficits

Social Development and the Environment
Poverty 1s a pervastve problem in Kenya, 45
percent of the rural population and 30 percent
of the urban population are estimated to live
below the poverty line Kenya’s social indicators
are shightly better than the averages in Africa, as
shown by scores of 27 on Health and 37 on
Education Despite improvement n recent
years, fertllity and population growth rates
remain very high Maternal mortality averaged
650 per 100,000 lve births 1n 1993, and child
survival and child health indicators are poor An
esttmated 22 percent of the adult population 1s
illiterate Only three-quarters of schoolchildren
complete grade five, and the nation’s gross sec-
ondary rato 1s only 25 percent

The country’s dependence on tourism has
given the Kenyan government a keen interest i
environmentally sustainable development

Kenya

Nearly 6 percent of Kenya’s land area 1s pro-
tected, much of 1t 1n 1ts game reserves An
aggresstve antipoaching program has reduced
the threat to endangered species The country’s
main environmental problems are soil erosion,
desertification, and deforestation Water pollu-
tion from urban and industrial sources 1s
increasingly sertous around major urban areas,
and the increased use of fertilizer and pesticides
1s diminishing water quality Only half of the
population has access to safe water Kenya
recetves 41 1n Environment, below the Africa
average

Democracy and Freedem The citizens of
Kenya cannot choose their government In
recent years the Mot regime has used police
powers, executive decrees, and a cooperating
judiciary to suppress the opposition The
regime and the ruling party have complete con-
trol over the broadcast media The government
has threatened to expel foreign correspondents
for negative reporting on the country Lawless-
ness and corruption have plunged the govern-
ment 1nto a crsts of credibility The legal right
of workers to strike has been suspended by a
decree Kenya recerves 0 in Democracy and
Freedom
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KOREA

Economic Development The Republic of
Korea (South Korea) has been one of the
world’s fastest-growing economues over the past
four decades The driving force behind the
economy’s dynamic growth has been the
planned development of an export-oriented
economy 1n a vigorously entrepreneurial soci-
ety In 1ts recent economuic history, the country
has gone through four distinct phases war and
reconstruction  (1950-60), export takeoff
(1961-73), heavy industry (1973-79), and
finally overall liberalization since 1980 Korean
industries are now highly compettive 1n the
export of high value-added products, such as

electronics components, automobiles, and
chemicals

Korea recewves one of the world’s highest
scores on Economic Performance (87), boosted
by a 7 percent GDP growth rate and a 11 per-
cent export growth rate in 1990-94 Its per
capita GDP of US $9,700 1 1995 ranks 1t
below the other Asian NICs (Hong Kong, Sin-
gapore, and Tarwan) and places 1t in the cate-
gory of upper-middle-income countries Korea
also recerves very high scores in the compeu-
tiveness vector (74) as a result of high gross
domestic saving, a good ratio of exports to
GDP, a government budget surplus, and the
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high number of scientists and engineers 1n the
population

Social Development and the Environment Korea
has some of the world’s best education indica-
tors, which 1s particularly impressive for a coun-
try at 1ts per capita income level Illiteracy has
been pracucally eradicated Primary and sec-
ondary enrollment 1s universal, while tertiary
enrollment 1s nearly 55 percent, among the
world’s highest Korea scores 96 on Education,
ranking first among the Asian NICs Koreas
health indicators are weaker 1t scores 78 on the
Health vector, compared with the Asian NIC
average of 90 Indicators are particularly weak
in the areas of maternal health, child survival,
and child health

Korea suffers from urban environmental
problems typical of rapidly developing coun-
tries Rapid urbanization and industrialization
have brought severe air pollution, traffic con-
gestion, and solid waste disposal problems to
major urban areas Despite improvements 1n
sewage systems and industrial pollution con-

Korea

trols, untreated discharges stll contaminate
many water supplies Over a quarter of the pop-
ulation 1n the rural areas does not have access to
safe water Korea scores 44 on the Environment
vector, below the Asia average and the lowest
among the Asian NICs

Democracy and Freedom Since 1992 and after
several decades of military rule, South Koreans
can change their government democraucally
The 1988 constitution limits the president to a
single five-year term and revokes the executive’s
power to dissolve the legislature A free and
independent judiciary 1s currently prosecuting
several former presidents for corruption and
human rights abuses The state-funded broad-
cast media offer pluralistic views, and the print
media practice some self-censorship Women
face discrimination 1n many aspects of society,
and domestic violence against women remains a
widespread problem Korea receives a score of
75 on Democracy and Freedom, well above the
average of 36 1n Asia and higher than the Asian
NIC average of 50
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KUWAIT

Economic Development Kuwait, wich a per
capita income esumated at US $24,730 1n
1994, 1s one of the wealthiest countries 1n world
The o1l sector strongly dominates the economy
Kuwait has the third largest o1l reserves 1n the
world, trailing only Saud: Arabia and Iraq Earn-
ings from o1l generate over 90 percent of both
export and government revenues Most of the
nonoil sector has been dependent on oil-derived
government revenues for support Iraq destroyed
or seriously damaged 80 percent of Kuwarts 950
operatng oul wells during the Gulf War devas-
tating Kuwait's economy It took three years to
restore Kuwait’s o1l producuon after the war

Kuwait’s economic performance during the
1990s has been strong, earning 1t a score of 74
n the economic performance vector, owing 1n
large part to the economic recovery from the
wartime destruction The country’s Compet:-
tiveness score, at 71, 1s also high, as a result of
strong indicators that include gross domestic
saving, exports as a percentage of GDP, and
high-quality infrastructure However, Kuwait 1s
weak 1n the number of scienuists engineers and
technicians 1n the population

Social Development and the Environment
Kuwaits soctal indicators are weak for a country
with such a high income level Over one-fifth of
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the adult population 1s illiterate, and the frac-
uion 1s higher among women Primary and sec-
ondary enrollment rates are low for the country’s
level of development Kuwait receives only 53
points 1n the education vector The country 1s
stronger on Health, scoring 78 Its score 1s hurt
by high population growth as well as maternal
and chuld health indicators that are only average

The 1991 Gulf War brought environmen-
tal disaster to Kuwait The destruction and
burning of o1l wells resulted i massive air and
soil pollution Millions of barrels of o1l spilled
into the Gulf contunue to threaten marine life
and other wildlife Troop movements also dam-
aged the fragile desert soils The extraordinary
harm done to Kuwart’s environment during the
Gulf War cannot not be entirely captured by
the indicators 1 the development web Kuwart
recetves a score of 44 on Environment, below

the Middle East average

Kuwait

Democracy and Freedom Ruled by an emir
from the al-Sabah famuly, which has ruled the
state stnce 1756, Kuwait 1s a kingdom whose
citizens do not have the right to change therr
government Broad executive power 1s vested in
the emir He appoints the executive branch and
can dissolve the legislature and suspend articles
of the constitution at will Most key govern-
ment positions are occupled by members of the
al-Sabah family The judiciary 1s not free from
government tnfluence Many fundamental free-
doms, such as freedom of expression and asso-
ciation, are not respected 1if they nvolve criu-
cism of the emir or the al-Sabah family

The government severely restricts and
tightly controls the organization of trade
untons Kuwait scores 25 on Democracy and
Freedom, very low compared with the world
average but higher than the Middle East

average

Country Webs

91
e



AL Benchmarks

GLOB

&

International Comparison

Democracy & !

Maximum
Achievable

Economc

Performance NA 43

Competitiveness 0 16 Freedom
Health 50 60

Education 75 62

Environment 57 52

Democracy & 13 18

Freedom

Score (100)

| LEBANON

Competitiveness

Health

Education

Environment

@ Highest

Score
Achieved

“l
1 s World

@
Average

Score

LEBANON

Economic Development A prosperous, upper-
middle-income nation until the mid-1970s,
Lebanon was devastated by a decade and a half
of violent crvil war and mulitary occupation
Rebuilding the nation’s economy has been a
huge task requiring a massive mobilization of
resources, capital financing, and restoration of
institutions over an extended period of time
Since the cessation of the conflict in 1990, the
Lebanese government has attempted to normal-
1ze economic conditions and begin economic
recovery by controlling inflation and rapid cur-
rency deprecration GDP growth was 8 0 per-
cent in 1994 and 6 5 percent 1n 1995

The lack of economic data prevents the
assignment of a score for Lebanon 1n the eco-
nomuc performance vector Its Competitiveness
score of 0 1s based on only one available indica-
tor and 1s most likely biased downward

Social Development and the Environment The
cwil conflict had a severe impact on soctal con-
ditions 1n Lebanon Nearly one-quarter of the
population—close to a mullion people—were
displaced and live in unhealthy conditions
Urban poverty problems are parucularly acute
in Beirut War damage has severely diminished
the capacity of public health faciliies Public

and social services are either nonexistent or of
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poor quality Most health services are provided
by nongovernment organizations assoctated
with the war situaton Power plants are operat-
ing at only one-third capacity, and water treat-
ment and sewage are virtually absent During
the civil war, most schools were damaged and
school enrollment dropped Lebanon’s Health
score of 50 1s worse than the scores of Jordan
and Tunisia, which have much lower income
levels Lebanon’s relatively hugh score of 75 on
Education reflects 1ts prewar status as a highly
educated society

The principal environmental 1ssues 1n
Lebanon are related to land degradation and
water pollution resulting from rapid urbaniza-
tion and industrial development Chronic
political instability and open military conflicts
between Lebanon and its neighbors have also
adversely affected 1ts environment After the
1982 invasion by Israel, the Ministry of the
Environment ceased most of 1ts work Lebanon

Lebanon

scores 57 on Environment, just above the Mid-
dle East average

Democracy and Freedom Lebanese citizens
cannot change their government democrat-
cally Syria’s heavy mulitary presence and politi-
cal influence have made 1t difficult for democ-
ratic institutions and procedures to take hold
and functon In addition, Israel occupies and
maintains a “security zone 1n southern
Lebanon, and fighting and armed conflict occa-
stonally break out between Israeli troops and
Hezbollah guerillas there The Lebanese secu-
rity forces are often accused of human rghts
violation The judiciary 1s not independent, and
corruption 1s common The state-owned
Lebanon Television has a legal monopoly on
televiston untl 2012 Under intumidation,
journalists generally practice self-censorship
Lebanon recewves a score of 13 on Democracy
and Freedom, just below the Middle East aver-
age of 18
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MADAGASCAR

Economic Development Madagascar, which
occuptes the worlds fourth-largest island, 1s
endowed with abundant, diverse natural
resources and a large pool of low-cost labor
However, 1ts per capita income of US $230 in
1995 ranks 1t as one of the least developed coun-
trtes 1n the world The national economy 1s pre-
domuinantly agricultural, with 80 percent of the
population living 1n rural areas The agricultural
sector 1s dominated by small-scale farms produc-
ing both food and export crops Madagascars
chuef exports are vanilla, coffee, and shellfish

Political transition to a muluparty democ-
racy and the disruption of the adjustment

process significantly affected Madagascar’s eco-
nomic and financial performance over
1991-95 During that period, real per capita
income declined 10 percent, domestic 1nvest-
ment fell at a rate of over 7 percent a year, the
fiscal situation deteriorated, the competitive-
ness of the economy declined, and poverty
increased Madagascar recerves a very low score
of 11 on Economic Performance On Compet-
itiveness, its score 23 s hurt by a low saving
rate, a persistent government deficit and a hugh
average 1nflaton rate

Soctal Development and the Environment
Poverty 1s widespread 1n this underdeveloped
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country Most of Madagascar’s soctal indicators
are below sub-Saharan Africa standards Life
expectancy 1s only fifty-two years, and 164 chil-
dren of 1,000 live births are not expected to live
beyond the age of five Malaria 1s a major health
problem, and tuberculosis and other communi-
cable diseases are increasing Chronic malnutri-
tion 1s as high as 40 percent in certain areas
Population growth (3 2 percent) and fertility
rates (6 births per woman) are very high Illiter-
acy 1s a serious problem Already low, school
enrollment rates are falling rapidly, and just
over a quarter of all students complete grade
five The nation’s public health and education
systems are underfunded and inefficient Mada-
gascar scores 21 on Health, just above the
Africa average Its Education score (6) 1s one of
the lowest 1n Africa

The major environmental problem in
Madagascar 1s deforestation Three-quarters of
the country’s forested lands are already
destroyed The traditional slash-and-burn tech-

Madagascar

nique of farming has exacerbated the degrada-
tion of the land Only 10 percent of the popu-
lation 1n rural areas has access to safe drinking
water Surface water 1s heavily contaminated
with untreated sewage and other organic
wastes Madagascar scores 36 1n the environ-
ment vector, among, the lowest scores tn Africa

Democracy and Freedom Citizens of Mada-
gascar can change their government democrati-
cally However, truly democrauc institutions
have yet to take hold Political opponents are
often subject to inumidation and in some cases
arrest for being “threats to security” The judi-
ciary 1s generally free and independent Women
are well represented in government and urban
managerial occupations, especially compared
with the situation 1n mainland African coun-
tries The press 1s generally free, but the broad-
cast media are state owned and usually present
the government’s views Madagascar scores 63
on Democracy and Freedom, much higher than
the Africa average of 36

Country Wehs




& GLOBAL Benchmarks

International Comparison

MALAWI

Economic
Performance

Economic Democracy &
Perfﬂrmam:e 6 27 Freedom compemwe“ess
Compehtiveness 20 28
Health 13 20
Education 27 24 Environment Health
Environment 65 48

Education

63 24 Maximum i Highest Country 1! World
g:elgggrne]wv ’ Achievahle Score O Score  * Average
Score (100) Achieved

MALAWI

Economic Development With a per capita
mcome of US $160 1n 1995, Malaw: remains
one of the poorest countries 1n the world Geog-
raphy poses daunting challenges to the nation’s
economic development It 1s small and land-
locked, lacks mineral resources, and 1s among the
most densely populated sub-Saharan nations
The economy 1s extremely undiversified, with 85
percent of the labor force employed 1n agricul-
ture Maize and burley tobacco production
accounts for 40 percent of GDP

Major droughts 1n 1992 and 1994 and
falling tobacco prices led to losses of more than
one-quarter of GDP These shocks were com-

pounded by the suspension of external assis-
tance as donors expressed displeasure over poor
economic management by the government In
1994 a full-blown macroeconomic crisis devel-
oped 1n the face of runaway government expen-
ditures, steep depreciation 1n the exchange rate,
and deterioration 1n government budget man-
agement

A very low Economic Performance score of
6 reflects declining GDP and negative growth
in gross domestic investment between 1990
and 1994 Malawi showed strong signs of
recovery in 1995 On Competitiveness Malaw1
scores 20, hurt by 1ts negative domestic saving
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ratio, low levels of foreign direct investment,
and a persistently high inflation rate, which
averaged 19 percent between 1984 and 1994
Social Development and the Environment
Poverty 1s pervasive and deeply rooted 1n thus
nation, with an estimated 30 percent of the pop-
ulation having incomes inadequate to purchase
basic nutritional needs Malawr’s social indica-
tors are among the worst 1n the world Life
expectancy is a very low forty-four years Out of
1,000 Live births, 221 children do not survive
past the age of five Ferulity averages 7 children
per woman Malawi also has one of the highest
prevalences of HIV infection and AIDS in
Africa, and 1nfection 1s increasing at alarming
rates Water and sanitation are severely inade-
quate Adule illiteracy 1s at about 44 percent,
and the primary enrollment ratio 1s low Fewer
than half of all students reach grade five Malawi
scores 13 on Health and 27 on Education
Contributing to Malawr’s environmental
problems are population density and growth

Malaw:

rates that are among the highest in Africa
Deforestation has been exacerbated by the
influx of refugees from neighboring Mozam-
bique Malawi scores 65 on Environment,
hugher than the Africa average of 48

Demacracy and Freedom In 1994 the citizens
of Malaw: for the first ume elected their gov-
ernment in a muluparty election To mimimize
the political influence of the army, military per-
sonnel were barred from voung The judiciary
is not wholly independent, as shown by the
questionable charges brought by the govern-
ment against 1ts key political and media oppo-
nents m 1994 Charges that the government
interfered with state broadcasting and intumi-
dated journalists tarmshed Malawr’s reputation
for having some of the most freely operated
media 1n Africa Freedoms of expression, of
assembly, and of religion are generally
respected Malaw: receives a score of 63 on
Democracy and Freedom, much higher than
the Africa average
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MALAYSIA

Economic Development Like many of its South-
east Asian neighbors, Malaysia has achieved
remarkable economuc success, sustaining one of
the world’s highest growth rates Per capita GDP
grew at an average annual rate of 56 percent
between 1985 and 1994, led by strong expansion
in the manufacturing sector, particularly in
export-oriented industries such as electronics and
electrical machinery Growth remained strong in
the 1990s with investment and exports 1ncreas-
ing 15 percent and 13 percent respectively n
1990-94 Malaysias stunning growth rates earn 1t
the highest Economic Performance score (96)
among the countries assessed by the web model

Throughout the period of growth,
Malaysia has kept inflation and the balance of
payments under control Its good economic
foundation 1s reflected 1n 1ts high Competitive-
ness score of 83 Indicators in which Malaysia 1s
particularly strong include domestic saving rate,
ratio of exports to GDP, level of foreign direct
mnvestment level, government budget surplus,
and low average inflaton rate of 3 1 percent
between 1984 and 1994

Social Development and the Environment One
of Malaysias most outstanding social achieve-
ments 1s 1ts poverty alleviaton program In
1970 almost half the population was counted
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among the absolute poor By 1995, the level
had fallen below 10 percent The government’s
programs to educate and to redistribute wealth
toward the Malay population, whose income
lagged far behind that of the Chinese and
Indian populations, have reduced income dis-
crepancies Such programs have played a major
role in maintaining social stability in the mulu-
ethnic country

Malaysta’s social indicators are higher than
the averages 1n Asia Life expectancy at burth 1s
seventy-one years, and maternal and child
health and survival indicators have greatly
improved Malaysia’s success in bringing basic
education to the majority of the populaton 1s
reflected in 1ts high primary enrollment rauo
and completion rate for grade five The govern-
ment spends about one-third of 1ts total expen-
diture on education Malaysia scores 68 n the
health vector and 57 1n the education vector

Malaysia suffers from serious deforestation
as a result of large-scale commercial logging 1n
tropical rain forests Industrial discharges and

Malaysia

runoff from tin mines have also polluted an esu-
mated 40 percent of the rivers in the peninsular
area of the country Aur pollution is increasingly
a problem due to rapid industrial development
About one-third of the rural population has no
access to safe water Malaysia receives a score of
34 on Environment, the lowest in Asta
Democracy and Freedom The freedom of
Malaysians to change their government democ-
ratically 1s limited The government maintains
considerable control over the media, bans out-
door rallies, and uses 1ts security laws against dis-
sidents Official policy discriminates against
Chinese, Indians, and other non-Malays 1n edu-
cation, employment, and business affairs Free-
dom of speech 1s restricted, and the discussion of
certain sensitive tssues is prohibited Media free-
dom in limited 1in Malaysia, and coverage 1s
heawvily biased in favor of the ruling party The
government maintains censorship and has the
power to close down newspapers Malaysia
scores 36 on Democracy and Freedom, slightly
higher than the average score for the region
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MALI

Economic Development Mali 1s one of the least
developed countries 1n the world, with a per
capita ncome of $250 1n 1995 The manstays
of the traditional economy are muillet, rice and
other cereals, and nomadic catile raising
Exports are dominated by traditional commods-
ties such as cotton and livestock The modern
sector includes cotton processing, gold mining,
and some light manufacturing Per capita
income grew at a slow rate of 1 percent between
1985 and 1994 Mal scores 36 on Economic
Performance, higher than the Africa average

Since 1988 the government of Mali has
implemented a wide range of economic and sec-

toral policy reforms under 1ts structural adjust-
ment program The underlying objective of the
reform program was to improve the competi-
tiveness of the economy and lay the foundation
for sustained, long-term growth Structural
adjustment efforts have helped move Mali from
a closed, heavily controlled system to one of the
more open and liberal economues in the African
currency zone Its improved economic environ-
ment 1s reflected 1n a Competitiveness score of
37, hugher than the regional average Inflation
remained in check between 1984 and 1994,
averaging 3 4 percent However, the saving ratio
and levels of foreign direct investment are low
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Social Development and the Environment As one
of the poorest countries 1n the world, Malt has
some of the worst social indicators Adult illiter-
acy, at 69 percent, 1s among the world’s highest
Primary education enrollment rates are very low,
at about 32 percent, and of those enrolled only
three-quarters complete grade five Basic health
services are not widely available Maternal mor-
tality 1s estmated at 1,200 per 100,000 live
births, and over 214 of 1,000 children do not
survive untl the age of five, bringing life
expectancy down to forty-nine years Malrs
Health score of 5 and Education score of 10 are
among the lowest 1n Africa and the world

In 1994 the government initiated a pro-
gram to reduce poverty and improve standards
of living through sustarned economic growth,
expanded access to basic health and primary
education, and targeted interventions to
address the needs of vulnerable groups It was
followed 1n 1995 by a program that placed spe-
cific emphasts on 1mproving both access to and
quality of education

Water scarcity 1s the dominant environ-

Mal;

mental 1ssue 1n Mali, which 1s threatened by
severe, recurring drought The destruction of
trees and of firewood, overcultivation, and over-
grazing 1n wet years have all led to land degra-
dation and soil erosion Drought, poaching,
and loss of natural habitat also threaten to dec-
mmate much of Mali’s wildlife Mali scores 46
on Environment, just below the Africa average
Democracy and Freedam Afier three decades
of mulitary rule and dictatorship, Malr’s citizens
can change their government democratically
The current government was elected 1n 1992 by
unversal suffrage 1n free and fair elections
However, outbreaks of sporadic violence and
mulitary conflict between the government and
armed rebel groups continue to threaten this
newly created democracy An entrenched
bureaucracy rniddled with corruption under-
mines the government’s ability to promote eco-
nomic development Minority and religious
rights are mostly respected The media are
among the most open 1n Africa Mali receives a
score of 64 on Democracy and Freedom, much
higher than the regional average score of 34
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Economic Development Although the country
covers a vast area, Mauritania 1s inhabited by
only 2 million people Most of the country’s
land 1s desert and provides a very limited nat-
ural resource base Per capita income tn Mauri-
tania was US $460 in 1995 Berween 1989
and 1992, Mauritania suffered a series of inter-
nal and external shocks that severely affected 1ts
economic and financial performance, disrupted
economic actvity, and slowed adjustment
Since 1992 Mauritania has intensified 1ts
adjustment and structural reform efforts and
has achieved encouraging results Structural
reforms have been implemented 1n such key

areas as trade, foreign exchange, pricing, the tax
system, public enterprises, public expenditure,
cwvil service, and social sector policies

Mauritania scores 32 on Economic Perfor-
mance and 32 on Competitiveness, both of which
are higher than the Africa averages The Economic
Performance score 1s hurt by declining exports in
the early 1990s and stagnation of per capita GDP
between 1985 and 1994 In Compeutiveness
Maurnitania earns points for 1ts exports-to-GDP
ratio and for a relatively low inflation rate averag-
ing 7 percent over the 1984-94 period

Social Development and the Environment Mau-
ritania’s social indicators mostly reflect 1ts status

Country Webs



as a low-income country It recetves a score of
18 on Health and 17 on Education, both of
which are below the regional averages Life
expectancy at birth s low at fifty-one years Fer-
tility, maternal mortality, and child mortality
rates are very high An estmated 65 percent of
the adult population 1s illiterate Fewer than
three-quarters of children attend primary
school

Alleviating Mauritanias high degree of
poverty has been difficult because of lagging
long-term economic growth, given 1ts high
population growth rate The government has
made serious efforts to help the poor cope with
the difficult conditions brought by economic
downturn and adjustment Despite budgetary
constraints, the government has protected basic
social services such as education and health

Close to 80 percent of the country lies in
the Sahara Desert Drought and overgrazing
have contributed to the gradual encroachment

Mauritania

of the desert on marginal land The major envi-
ronmental problems are deforestation, desertfi-
cation, and the scarcity of water Mauritania
receves a score of 31 on Environment, one of
the lowest in Africa

Democracy and Freedom Mauritanians cannot
change their government democratically The
1992 presidential polls were widely considered
fraudulent, while the legislative poll was boy-
cotted by opposition parties The ruling Social
Democratic Republican Party 1s supported by
the military Censorship and state ownership
severely restrict media freedom “Promoting
disharmony” and “insulting the president are
punushable offenses There 1s no freedom of reli-
gion 1n the country, all Mauritanians are Sunni
Muslims by statute and are not allowed to pos-
sess other religious texts The legal system 1s
influenced by the sharra law and discriminates
against women Mauritania recetves a score of 0
on Democracy and Freedom
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MAURITIUS

Economic Development Since 1970, when
GNP per capita was about U S $300, Mauri-
tius, which consists of three slands in the
Indian Ocean, has evolved from a low-income,
agriculture-based economy to a dynamic and
diversified economy with a 1995 per capita
income of US $3,280 Measured 1n purchas-
ing-power parity, Mauritius’s per capita income
was estumated at over US $13,000 in 1995
Growth 1n the 1970s was spurred by sugar pro-
duction, which provided almost one-fifth of
GDP and over half of export earnings Diversi-
ficatton 1nto manufacturing and tourtsm
reduced the role of the sugar sector to 6 percent

of GDP and only one-fifth of export earnings
in 1994 Export-processing zones now account
for over half of gross export earnings

With the exception of a relatively short
period of sluggish growth in 1979-81, Mauri-
s’ record 1s one of solid growth and prudent
financial management Per capita income rose
rapidly at a rate of nearly 6 percent between
1985 and 1994 Investment and export growth
remained brisk in the early 1990s This strong
performance has been made possible by a liberal
economic environment, including an open
exchange and trade regime, incentves for for-
eign private investment, strong resource mobi-
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lization, conservative public expenditure poli-
ctes, prudent credit expanston, and good gover-
nance Mauritius scores 75 in the economic
performance vector, and its solild economic
foundation earns 1t a Competitiveness score of
54, both among the highest in Africa

Since 1988, however, the economy has
faced 1ncreasing cost pressures as the country
approaches full employment Mauritius s 1n a
critical juncture 1n 1ts development as 1t aspires
to enter the ranks of newly industrializing
economies

Social Development and the Environment Stan-
dards of nutrition, health care, and general edu-
cation tn Mauritius exceed those of most neigh-
boring countries and are impressive for a country
at its development level The benefits of the rapid
increase 1n per capita income and full employ-
ment have reached the vast majority of Mauri-
tians Life expectancy at birth 1s now seventy
years, compared with fifty-nine years in 1960
Maternal and child mortality indicators are all
better than the averages for Africa Primary
enrollment 1s nearly unwversal However, higher
education opportunities are limited 1n this small
country Mauritius scores 71 on Health and 61
on Education, the highest scores 1n Africa

Mauritius

Over the past decade and a half, the gov-
ernment has put into place extensive social
safety mechanisms Maurinans now face the
challenge of adapting their welfare system to a
more efficient mechanism of social support
while ensuring services to those with the great-
est need

Land degradation, an environmental 1ssue,
1s primarily caused by the overuse of pesticides
and fertilizers Other environmental problems
include water pollution by industrial wastes and
conservation of rare species Both rural and
urban populations have good access to safe
water by Africa standards Mauritius scores 63
on Environment, among the highest in Africa

Democracy and Freedom Citizens of Mauri-
tius can change their government through free,
fair, and compeutive elections Ethnic and reli-
glous minorities are guaranteed representation
in the legislature The largely independent jud:-
clary system 1s based on both Briush and
French precedents Freedom of religion 1s
respected The press 1s independent and rigor-
ous, and freedoms of assembly and association
are protected Mauritius scores 88 on Democ-
racy and Freedom, one of the highest scores in

Africa
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MEXICO

Economic Development For a short period
after the signing of the North America Free
Trade Agreement 1n December 1992, Mexico
saw bright prospects for accelerating investment
and economic growth through closer tes with
its more prosperous North American trade
partners However, 1ts growth potenual was
abruptly halted by the unfolding of a major
financial crisis n 1994 Following mounting
pressure on MeXlCO’S exchange rate and a near-
depletion of 1ts foreign exchange reserves the
Mexican government was forced to allow the
peso to depreciate dramatically 1n the free mar-
ket in December 1994 The collapse of the peso

plunged Mexico 1nto 1ts deepest recesston 1n six
decades

In 1995 the government imuated a reform
program aimed at stabilizing the economy and
restoring international confidence Mexico has
made substanual progress on adjustment, espe-
cially 1n increasing discipline 1n 1ts fiscal and
monetary policies Although investment has
begun to trickle back into the country, millions
of poor and middle-class Mexicans are sull suf-
fering from the distressed economy

Mexico scores 47 on Economic Perfor-
mance, below the regional average as a result of
1its modest GDP growth rate between 1990 and
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1994 and the stagnation of per capita income
over 1985-94 Its Compenuveness score, 32, 1s
also below the regional average and 1s hurt by a
very high government deficit, averaging close to
10 percent, and a low sovereign bond ratung

Social Development and the Environment Mex-
1c0’s soctal indicators are generally 1n line with
those 1n Latin America and the Caribbean Life
expectancy at birth was seventy-one years 1n
1995, compared with fifty-seven 1n 1960, while
infant mortality had declined almost two-thirds
Mexico has achieved universal enrollment in
primary school, but secondary and tertiary
enrollment ratios remain low Mexico receves
59 i Health and 57 in Education, both of
which are just above the regional averages

Air, water, and land pollution 1s severe
around urban and industrial areas, especially
Mexico City To combat air pollution, the gov-
ernment has established controls on auto emis-
stons n recent years Inadequate treatment of
sewage and industrial effluents has led to heav-

Mexico

ly polluted rivers Mexico scores 52 1n the envi-
ronment vector, just above the average for Laun
America and the Caribbean

Demacracy and Freedom While Mexican cini-
zens n principle can change their government
democratcally, the domuination of the Institu-
tional Revolutionary Party (PRI) 1n financial,
institutional, and media resources has brought
the fairness of the elections into question Signs
are that opposition parties may seriously chal-
lenge the PRI in the presidential elecuon in
2000 Both the judiciary and the police force
are pohiticized and prone to corruption Over-
all, the rule of law 1s weak The media, while
mostly private, rely on the government for a
large portion of their advertising revenue and
operating costs The mulitary has been accused
of human nghts violations, especially in the
suppression of the ongoing Chiapas rebellion
Mexico scores 45 on Democracy and Freedom,
lower than the average for Latin America and
the Caribbean
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MOROCCO

Economic Development With a per capita
mcome of US $1,130 1n 1995, Morocco ranks
among the low- to middle-income developing
countries The country has made great progress
in stabihzing and managing 1ts economy over
the past decade, particularly in reorienting 1ts
economy from heavy state control to a primary
rellance on market mechanisms Morocco’s
Economic Performance score (37) 1s higher
than the Africa average but below the world
average, as a result of declining growth 1n gross
domestic investment and slow GDP and export
growth 1 1990-94 The country performs

much better in the compeutiveness vector, scor-

ing 52 owing to a hugh level of foreign direct
investment, low 1nflation rates, and a relatvely
small government budget deficit Morocco will
need sustained and rapid growth to reduce its
16 percent unemployment rate, especially given
the population’s high rate of growth

Social Development and the Environment
Morocco’s social indicators continue to lag
those 1n countries with similar income levels
The disparity between urban and rural areas is
sertous, particularly regarding poverty levels
and indicators of literacy and health Public
expenditure on health amounted to under 1
percent of GDP 1n 1995, below the norm for
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countries at similar development levels Funds
have been concentrated on large urban hospi-
tals rather than on small rural dispensaries
Infant mortality and maternal mortality are
hugh and life expectancy 1s low relatve to other
low- to middle-income nations Over half of
the adult population 1s illiterate Morocco
scores 39 on Health and 25 on Education

Soil erosion, a major problem 1n Morocco,
has resulted from the expansion of farmland
into marginal areas, overgrazing, the destruc-
tion of vegetation for firewood, and the conver-
ston of forests to farmland Untreated sewage 1s
the primary cause of water contamination 1n
some areas Only 18 percent of the rural popu-
lation has access to potable water Morocco
scores 70 1n the environment vector, the high-
est score in Africa, primanly because of high
scores on several indicators, including green-

Morocco

house gas emussions, participation n major
global environmental conventions, and the
number of environmental NGOs registered

Democracy and Freedom Moroccans are ruled
by a king and cannot change their government
democratically The king wields enormous exec-
utive and legislative powers Governance 1s nei-
ther transparent nor accountable The constitu-
tional guarantee of free expression 1s not upheld
in pracuce, especially if 1t 1involves cricism of
the king, hus family or the insutution of monar-
chy The broadcast media are controlled by the
government Freedom of assembly 1s restricted
by several decrees The judiciary 1s highly sub-
ject to government influence Women are often
discriminated by the use of the shariz law,
which governs matters of family law Morocco
scores 25 on Democracy and Freedom, lower
than the average for Africa
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MOZAMBIQUE

Economic

Performance 71 27
Gompetitiveness 22 28
Health 3 20
Education 4 24
Environment 52 48
Democracy & 50 34
Freedom

Economic  Development  Mozambique

endured nearly fifteen years of civil war, which
ended 1n 1992 The end of hostilities and favor-
able weather spurred growth of 19 percent in
1993 and allowed more modest growth of 5
percent i 1994, earning Mozambique a very
high Economic Performance score of 77 The
score 1s also boosted by a brisk domestic invest-
ment and export growth rate between 1990 and
1994 However, that growth was built on a low
base and Mozambique remains one of the
poorest countries 1n the world with a per capita
income of U'S $80 1n 1995

Mozambique has made steady albert slow

progress in implementing the reform agenda
begun i 1987 However, macroeconomic sta-
bilization 1s still elusive, and structural reform 1s
far from complete Progress in banking reform
has been slow The weakness of the country’s
economic foundation 1s reflected 1n 1ts low
Competitiveness score of 22 Competitiveness
indicators that are particularly weak are the low
national saving rate and runaway budget
deficit

Social Development and the Environment Social
indicators in Mozambique are among the worst
in the world The nations social service infra-
structure has been decimated by the cvil war
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Close to two-thirds of the population lacks
access to health services Life expectancy at
birth 1s forty-six years The country’s ferulity
rate (6 4 children per woman), maternal mor-
tality rate (1,500 deaths per 100,000 hve
births), and child mortality rate (277 per 1,000
live births die before the age of five) are among
the world’s highest Chronic malnutrition 1s
esumated to affect 30 to 40 percent of the
nation’s children HIV infections are increasing
at alarming rates Close to two-thirds of the
adult population 1s dliterate, a rate much higher
than the sub-Saharan Africa average Mozam-
bique scores 3 on Health and 4 on Education
The struggle for independence and the
ensuing ctvil war 1n Mozambique led to wide-
spread displacement of 1ts population, devasta-
tion of livelihoods, and extensive environmen-
tal problems Population pressures in areas

Mozambique

affected by refugees from the war have made the
environment mote vulnerable Two-thirds of
the population lacks access to safe water
Mozambique scores 52 on Environment, just
above the Africa average

Democracy and Freedom In 1994 the citizens
of Mozambique chose their government 1n the
country’s first open, free, and fair election
However, 1nstitutions of democracy are sull
weak after the two preceding decades of mili-
tary conflict and repressive rule While media
freedom 1s protected in the constitution, the
state continues to monopolize reporung 1n the
media through ownership and other influences
The judiciary system lacks resources and 1s
prone to political influences Religious freedom
1s generally respected Mozambique recerves a
score of 50 on Democracy and Freedom, higher
than the Africa average
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Economic Development The Netherlands 1s
one of the most developed and affluent
economues 1n the world The government his-
torically has played a very active role 1n the
economy In 1994 total government expend:-
ture represented 52 percent of GNP The gov-
ernment makes its presence felt in many ways,
including regulations, permit requirements,
welfare programs, and programs affecting most
types of economic actvity

On Economic Performance the Nether-
lands recerves a less than stellar score of 42 Eco-
nomic growth in the early 1990s was slow, gross
domestic investment growth was negative, and

export growth was only moderate In the com-
petitiveness vector, however, the country
recerves a very strong score of 91—one of the
highest 1n the world The country earns high
scores 1n nearly all Competitiveness categories
The export to GDP ratio 1s over 50 percent, the
saving rate 1s hugh at 24 percent of GDP, and
inflation rates are low, averaging 16 percent
from 1984 to 1994

Social Development and the Environment Social
indicators 1n the Netherlands are among the
best in the world The country scores 96 on
Education and a perfect score of 100 on
Health Access to education 1s a constitutional
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night, obliging the government to fund public
and private schools on an equal basis The
Compulsory Education Act requires all stu-
dents to attend school full-time unul the age of
sixteen and at least part-time unul the age of
eighteen More than half of the labor force
holds at least a qualification at the upper sec-
ondary level The government spends about 10
percent of 1ts total expenditure on health and
pays about 70 percent of all health costs Life
expectancy at birth 1s seventy-eight, one of the
highest in the world

The Netherlands 1s the most densely popu-
lated country and one of the most polluted
countries 1n Europe About half of the pollu-
uon comes from other countries The nation

The Netherlands

suffers from severe surface water pollution,
smog, and acid rain The degree of air pollution
from vehicles and industrial acuviues 1s high
enough to cause concern for human health,
crops, and forests The Netherlands scores 56
on Environment, below the average for indus-
trialized countries average

Democracy and Freedom The Netherlands 15 a
constitutional monarchy in which citizens can
change their government democratically Funda-
mental freedoms and rights are protected and
respected A sertes of consututional amendments
incorporate welfare state provisions and democra-
tc reform The judiciary 1s independent and gen-
erally efficient The Netherlands receives a perfect
score of 100 on Democracy and Freedom
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Economic Development Since 1984 the gov-
ernment of New Zealand has been reorienung
the country’s economy from a slow-growing,
primarily agricultural one to an open, free-mar-
ket system that can compete globally Starting
in 1984, the government embarked on what the
OECD labeled as the most comprehensive eco-
nomuc liberalization program ever undertaken
by a developed country The results of the pro-
gram generally have been positive Inflavion has
declined from double-digit levels to 3 percent a
year 1n the 1990s, and economic growth has
risen from 2 percent per year during the 1980s
to 3 percent a year during the 1990s

On Economic Performance New Zealand’s
score of 54 1s just above the world average
While GDP growth 15 strong, other 1ndicators,
such as the ratio of M2 to GDP and the level of
international reserves, are below the world aver-
ages On Competitiveness New Zealand scores
much higher at 80 The country receives favor-
able scores because of a high saving rate, a small
government deficit, a high bond rating, low
inflation and freedom of foreign exchange

Social Development and the Environment Ilhicer-
acy 1s practically nonexistent in this affluent
country Attendance at primary and most of
secondary school 1s compulsory However, only
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half of the students who begin secondary edu-
cation complete all five years Education
accounted for 16 percent of total government
expenditure and 7 percent of GDP 1n 1992
New Zealand scores 95 on Education, the
industrialized country average

Unuversal access to tax-financed health care
has been 1n place in New Zealand since 1938
In the 1980s the need to contain costs led to
health care reform, which is shifung the health
system toward regional service delivery, inde-
pendent providers, and private health nsur-
ance New Zealand’s health indicators are gen-
erally in line with the OECD average Its low
Health score (relative to OECD countries), 91,
mainly reflects relatively low child immuniza-
tion rates and a shightly higher maternal mor-
tality rate

As a result of extensive clearing for pasture

land, only one-third of New Zealand’s indige-

New Zealand

nous forest remains, although commercial for-
est stocks are growing New Zealand completed
major revistons of 1ts natural resource manage-
ment laws 1n 1991, aiming to achieve sustain-
able use of 1ts resources New Zealand scores 50
in the environment vector, lower than the
industrialized country average, as a result of
high levels of solid wastes in urban centers and
of emissions of greenhouse gases

Democracy and Freedom New Zealanders can
change their government democratically New
Zealand has no wrtten constitution, but all
fundamental freedoms are respected 1n practice
Four parliamentary seats are reserved for repre-
sentatives of the indigenous Maori minority
The judiciary 1s independent, and due process
rights are protected The press 1s vigorous, and
the broadcast media express pluralisuc views
New Zealand recerves a score of 100 on
Democracy and Freedom
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Economic Development Nicaragua, with a per
capita GNP of U S $390 1n 1995, 1s one of the
poorest countries in Latin America Its econ-
omy 1s predominantly agricultural Coffee, cot-
ton, sugar, beef, and bananas account for nearly
70 percent of exports

When civilian rule resumed 1n 1991 after
ten years of military conflict, the government
initiated a comprehensive stabilization and
adjustment plan 1n an effort to bring about
recovery and growth Stabilizauon measures
reduced inflation from hyperinflationary levels
to single digits by 1992 Nicaragua’s Economic
Performance score of 30 1s among the lowest 1n

Latin America and the Caribbean The score 1s
hurt by declines 1n per capita income of 6 per-
cent a year between 1985 and 1994 as well as a
low level of foreign exchange reserves

In the second half of 1995 the government
began a structural reform program that
included measures to strengthen fiscal perfor-
mance, tghten central bank credit to the state
banks, privatize, and reform the public sector
Nicaragua’s weak economic foundation 1s
reflected 1n 1ts Competitiveness score of 24,
which 1s one of the lowest in the region

Social Development and the Environment
Although social indicators 1n Nicaragua have

Country Webs



improved over the past twenty years, they
remain very low Half of the population 1s esti-
mated to live below the poverty line The infant
mortality rate 1s 51 per 1,000 live births, and
over 12 percent of children under five suffer
from some form of malnutrition Fertility and
population growth rates are hugh and will con-
tinue to challenge efforts to improve social con-
dittons Nicaragua suffers from an acute lack of
clean water and sanitation and a severe deterto-
ration of primary health care facilities
Nicaragua’s Health score of 48 1s well below the
regional average

Over a third of all adults are illiterate
Schooling among Nicaraguan adults averages
4 0 years and only 1 6 years for the extremely
poor There 1s a lack of qualified teachers, and
school facilities are deteriorating, particularly 1n
rural areas While primary enrollment 1s rela-
tively high, dropout rates are also high—over
half of primary school students drop out by
grade five Nicaragua’s Educauon score of 35 1s
higher only than Hawtr’s and Guatemala’s
among countries in Latun America and the
Caribbean

Nicaragua

No undisturbed natural forests remain 1n
western Nicaragua because of intense logging,
clearing, and the use of wood and charcoal for
fuel Consequently, soil erosion 1s rampant
throughout most of western Nicaragua A dra-
matic rise 1n the use of pestucides has contami-
nated the water supply 1n much of the country
Only roughly 20 percent of the rural popula-
tion has access to safe water Nicaragua scores
46 on Environment

Democracy and Freedom Nicaraguans can
change the government through democrauc
means However, the elected government’s
authority has been undermined by the Sandin-
istas’ continued control of the military as well as
by the military’s independence from civilian rule
Intermuttent political violence, corrupuon, and
an escalating, drug-related crime wave have con-
strained the development of civic acuvities The
court systemn has been overwhelmed by the rising
number of criminal cases Military and police
abuses are reportedly widespread The press and
the broadcast media are mostly politicized and
parusan Nicaragua scores 45 on Democracy and
Freedom, lower than the regional average
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NORWAY

Economic Development Norway 1s a prosper-
ous country with abundant natural resources
Since 1975 the explotation of large crude oil
and natural gas reserves has helped to mamntain
high growth Petroleum and natural gas repre-
sent about 40 percent of Norwegian exports
The country has an extensive set of welfare pro-
grams, which are largely funded by revenues
from the petroleum and gas industries Nor-
way’s purchasing-power parity estimate of GNP
per capitawas U S $20,210 1n 1994, making 1t
one of the world s wealthtest countries

In the economic performance vector, Nor-
way recetves a score of 60, which ranks 1t fourth

among industrialized countries The country
scores well on economic growth, per capita
income, export growth, ratto of M2 to GDPB,
and level of international reserves Norway
scores 81 on Compeutiveness, boosted by 1ts
high saving rate, a high proportion of scientists,
engineers, and technicians 1n the population,

freedom of foreign exchange, and high-quality
infrastructure

Social Development and the Environment As one
of the worlds richest nations Norway has very
good social indicators Illiteracy 1s pracucally
nonexistent In the 1997-98 school year, compul-
sory education, startuing at the age of six, increased
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from nine to ten years About 54 percent of the
populaton enrolls 1n tertiary education Norway
has few private schools and no private school tra-
diion The total public expenditure on education
constitutes 7 6 percent of GNP Norway’s Educa-
tion score 1s a perfect 100

As 1n other Nordic countries, health ser-
vices are the responsibility of the public sector
From 1970 to 1991, the share of health expen-
ditures as a percentage of GDP rose from 5 0
percent to 7 6 percent, and the total expendi-
ture on health care per capita more than dou-
bled Norway’s slightly less than perfect Health
score of 99 reflects immunization rates that are
shightly lower than the OECD average

Industrial development has brought envi-
ronmental problems to this highly developed
nation Norway suffers from problems of air
pollution and acid rain, especially in cities and
industrial areas Pollution originating outside

Norway

Norway—especially from the more heavily
industrialized regions of central Europe and the
United Kingdom—is a serious problem Pro-
tected natural areas constitute 15 percent of the
country’s area Norway scores 48 on Environ-
ment, the second lowest among industrialized
countries, mainly because of high levels of
greenhouse gas emission

Democracy and Freedom In Norway, a strong
and established democracy, all fundamental
freedoms and rights are protected and
respected The judiciary 1s independent One
notable aspect of the Norwegian society 1s the
equality afforded to female citizens Women
constitute roughly 45 percent of the labor force
and hold more than one-third of the seats 1n the
national legislature Discrimination on the basis
of race, gender, language, and class 1s prohubited
by law Norway scores a perfect 100 on Democ-
racy and Freedom
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PAKISTAN

¢ GLOBAL Benchmarks

Economic Development With a 1995 per capita
mncome of US $460, Pakistan 1s a low-income
developing nation The country faces sertous devel-
opment challenges, as a high rate of population
growth could double the number of citizens to 250
million 1n two decades Rapid and sustained eco-
nomuc growth 1s a critical factor in improving liv-
ing standards 1n the face of the pressure of popula-
tion growth Between 1985 and 1994 per capita
income rose only 1 3 percent a year Pakistan earns
a score of 66 on Economic Performance, below the
peer group average of 73 One of 1ts strongest 1ndi-
cators 1s export growth, which averaged 11 percent
over the 1990-94 period

In 1988 Pakistan began to overhaul its eco-
nomic and social policies 1n order to strengthen
public finances, stimulate private sector invest-
ment and growth, and improve social condi-
tions The government that took office 1n 1993
expanded the economic reform program to
Improve  macroeconomic  management,
broaden the privatizauon effort, and accelerate
trade policy reform Pakistan’s weak economic
foundation 1s reflected 1n 1ts low Competitive-
ness score of 33, which 1s hurt by a persistent
government deficit averaging 8 percent of GDP,
a weak sovereign bond rating, and a low ratio of
exports to GDP
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Social Development and the Environment Pak-
istan’s soctal indicators are among the poorest in
Asia, reflecting years of inadequate attention to
basic social services Rapid population growth 1s
increasing the burden on the social service
infrastructure Ferulity rates are high, and
maternal mortality and other women’s health
indicators are poor Pakistan scores 24 on
Health, higher only than Bhutan, Cambod:a,
and Papua New Guinea 1n Asia

Close to two-thirds of Pakistan’s adult pop-
ulation 1s iliterate, and just over 25 percent of
children attend secondary school The gender
disparity 1n education 1s particularly serious—
women are more than twice as likely to be illit-
erate and half as likely to attend primary and
secondary school Ethnic and regional rivalries
have contributed to political instability and
delayed efforts to reach a consensus on develop-
ment policies and programs Pakistan recetves a
score of 4 on Education, the lowest in Asia

In Pakistan rapid population growth and
urbanization have aggravated arr pollution,
congestion, shortages of safe drinking water and
housing, and the proliferation of squatter settle-

Pakistan

ments Barely half of the population has access
to safe water, and 80 percent of illnesses are estr-
mated to be caused by waterborne diseases
Only two ciues have sewage treatment plants
Pakistan scores 43 on Environment, lower than
the Asia average

Democracy and Freedom Pakistanis in princi-
ple can change thetr government through free
elections However, corruption and the concen-
tration of power in the hands of the landown-
ing elite have weakened democratic institu-
tions In the face of widespread civil unrest, the
government has resorted to arbitrary arrests and
detention of activists and political opponents
Security officials often use excesstve force and
are accused of abusing detainees The judiciary
1s vulnerable to pressure from the government
and other powerful individuals Media freedom
has deteriorated 1n recent years as the govern-
ment has moved to suppress the views of the
opposttion and any criticism of the government
and the judiciary Violence against women and
their lack of legal recourse are a persistent prob-
lem Pakistan scores 34 on Democracy and
Freedom, just below the regional average
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PANAMA

Economic Development The Panamanian
economy 1s among the most prosperous and
stable in Laun America Its 1995 per capita
income 1s estimated at U'S $2,270 However,
Panamas economy 1s highly segmented
between 1ts dynamuc, internationally oriented
service sector and a more rigid and 1nefficient,
domestically oriented sector The nability of
the domestic sector to respond to external
shocks led to poor economic performance
throughout the 1980s and 1nto the early 1990s
Per capita income declined at a rate of over 1
percent between 1985 and 1994 Unemploy-
ment remained around 14 percent

Over 1990-95 Panama made great
progress in reforming 1ts economy and reducing
structural 1mbalances Inflatton was brought
down to below international levels, foreign
exchange reserves were increased, and public
finance accounts were balanced The govern-
ment that took office 1n September 1994 accel-
erated the reform process, focusing on main-
taining fiscal and external balance and

redressing the pervasive price distortions 1n the
economy

Between 1990 and 1994 GDP grew at a
brisk 7 percent while gross domestic investment
increased 20 percent annually Overall, Panama
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scores 59 on Economic Performance, just above
the regional average On Competitiveness
Panama scores 73, the highest 1n Latin America
and the Caribbean Its strong score 1s earned by
a conunuing budget surplus (averaging 5 per-
cent 1n 1990-93), a low average inflation rate,
and a high rato of exports to GDP

Social Development and the Environment Over
a decade of poor economic performance
impeded job creation and aggravated already
pervasive poverty and income inequality 1n
Panama Income declines during the period of
external shocks and economic adjustment dis-
proportionately affected the poorest segment of
the population While Panama’s social indica-
tors are generally better than the Laun America
averages, they do not mask the lack of progress,
especially 1n the health area During the 1980s,
immunization rates declined 13 percent, the
incidence of growth retardation among chil-
dren rose 25 percent, the number of tuberculo-
sts cases doubled, and the number of malaria
cases climbed tenfold Panama recerves 74 1n

Panama

Health and 64 1n Education, both higher than
the regional averages

During the 1980s Panama lost about 139
square mules of tropical rainforests a year to gov-
ernment-sponsored colonization projects The
widespread loss of forest cover 1s depleting vast
tracks of land of topsoil, leading to vicious
cycles of soil degradation Only two-thirds of
Panama’s rural population has access to safe
water Panama recetves a score of 52 on Envi-
ronment, just above the regional average

Democracy and Freedom Citizens of Panama
can change their government through democra-
tic means, and the constitution guarantees most
fundamental freedoms However, there 15 an
increasing tendency in the government to
restrict the media and suppress nonviolent
opposttion The judicial system 1s iefficient,
politicized, and prone to corruption There were
18,000 court cases pending in 1995, mainly as a
result of the drug-fueled crime wave Panama
recetves a score of 63 on Democracy and Free-

dom, higher than the regional average of 52
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PAPUA NEW GUINEA

Economic Development Papua New Gunea 1s
endowed with a rich natural resource base, includ-
ing major gold and copper deposits, large o1l and
natural gas reserves, vast expanses of agricultural
land, and extensive forests and maritime fisheries
While 85 percent of the population 1s engaged in
subsistence agriculture, the mineral sector domy-
nates the economy Economic development in
Papua New Guinea has been constrained by 1ts
geographical and cultural fragmentation More
than 700 disunct languages are spoken i the
country, and most population centers are sepa-
rated from others by rugged terrain on the mamn-
land or large distances between the islands

Poor economic management plunged the
country Into a severe Macroeconomic Crisis n
1993-94, featuring a widening fiscal deficit,
declining international reserves, and pressure to
devalue the exchange rate The government
undertook major budget revisions in March
1994 and began a structural reform program n
1995 Papua New Guinea scores 56 on Eco-
nomic Performance, the second lowest score 1n
Asia, after the Philippines Its score 1s hurt by a
dangerously low foreign reserve rato and
declining growth in domestic 1nvestment over
1990-94 On Competitiveness the country
scores 57, just hugher than the average in Asia
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Social Development and the Environment
Although the naton’s per capita GNP 1n 1994
was estimated at US $1,160, over 80 percent
of the population had an average per capita
income of only US $350 because of a highly
skewed distribution of wealth Thus Papua New
Guunea’s average social 1ndicators tend to be
worse than those for countries at simular devel-
opment levels Rapid population growth is
leading to a general decline 1n welfare Since the
mid-1980s the country has also experienced
deterioration of basic public services

Fertihty i Papua New Guinea 1s among
the highest 1n the world, while health and
maternal indicators are very poor Women face
particular difficulties in the male-dominated
soctety, having limited access to educational
opportunities and health services Adult illiter-
acy 1s measured at 28 percent, and just over
two-thirds of primary school children complete
grade five Gender disparity 1n literacy 1s espe-
cially wide the literacy levels of the male and
female adult populatons differ by 20 percent
Papua New Guinea recerves a very low score of
21 on Health, just above the scores of Bhutan
and Cambodia A score of 27 on Education
places Papua New Guinea just above Pakistan,
Bhutan, Bangladesh, and Cambodia

Papua New Guinea

Unsustainable logging has destroyed many
of Papua New Guined’s tropical forests and
areas rich in biodiversity Poor management,
nadequate government oversight, corruption,
and nefficiency aggravate deforestation Open-
pit muning has caused serious pollution and
environmental damage in many areas In rural
areas only 20 percent of the population has
access to safe water supplies Papua New
Guinea scores 47 on Environment, just below
the average 1n Asia

Democracy and Freedom Citizens of Papua
New Guinea can change their government
democratically, although elections are often
characterized by violence and fraud The
judiciary 1s generally independent In recent
years the restriction of journalists’ access to
cover the secessionist 1nsurgency 1n
Bougainville Island has violated the media’s
freedom The military and the security forces
have been accused of rights abuses against
cvilians on Bougainville Official corruption
1s reportedly widespread Tribal fighting n
the highlands, criminal violence in the urban
areas, and violence against women are serious
problems Papua New Guinea receives 63 for
Democracy and Freedom, higher than the
Asia average
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PARAGUAY

Economic Development Paraguay’s economy
1s primarily agriculture based and thus highly
dependent on weather conditions and develop-
ments 1n the international commodity market
Agriculture accounts for 25 percent of GDP
and 40 percent of employment While
Paraguay’s official per capita income 1s est-
mated at US $1,650 1n 1995, this figure does
not correctly reflect living standards, as a large
share of the economic activity occurs 1n the
informal economy This sector includes unreg-
istered border trade with Argentina, Bolivia,
and Brazil, the volume of which may exceed the

official GDP

The government that came to power in
1989 substantally improved macroeconomic
policy management through 1mportant
reforms, including the unificaton of muluple
exchange rates and the liberalization of the
exchange market and the capital account The
public sector deficit was reduced, and financial
management of public enterprises was ught-
ened The government also passed a new tariff

code 1n 1992 that lowered and simplified tarff
rates

Paraguay scores 50 on Economic Perfor-
mance, compared with a regional average of 56

The score that 1s hurt by a weak per capita
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income growth rate of 1 percent 1n 1985-94
Its score of 60 on Competittveness represents a
tie with Costa Rica for third in Latin America
and the Caribbean That score 1s boosted by a
high level of foreign direct investment level and
an average budget surplus 1n 1990-93

Social Development and the Environment
Paraguay’s social indicators are generally slightly
below those 1n Latun America and the
Caribbean owing to a lower level of develop-
ment However, relative to other countries in
the region, Paraguay has a more even mncome
distribution and lower levels of poverty Pri-
mary education s nearly universal, although 26
percent of primary schoolchildren do not com-
plete grade five Community partcipation in
soctal service delivery s strong Paraguay’s
Health score of 47 1s below the average in Latin
America and the Cartbbean Its Education score
of 53 1s 1n line with the regional average

Because a severe recession 1n 1982—83 pre-
vented the full implementation of a national
reforestation program, large areas of forest were
lost 1n the 1980s as a result of land clearing for

Paraguay

agriculture Water pollution and solid waste
collection are also serious problems, especially
in the cities Less than two-thirds of the urban
population and less than 10 percent of the rural
population n Paraguay have access to a safe
water supply Paraguay scores 23 on Environ-
ment, the lowest score 1n the world

Demaocracy and Freedem The citizens of
Paraguay cannot have free and fair elections
because of mulitary interference, irregularites,
and fraud The government’s resort to repres-
ston and the weak rule of law undermine con-
sututionally guaranteed political rights and civil
liberties The judiciary 1s often influenced by
the ruling party and the military and 15 prone to
corruption In recent years Colombian nar-
cotics traffickers have reportedly infiltrated dif-
ferent levels of the government to facilitate ther
expanded operations in Paraguay The media
are generally independent, but journalists cov-
ering certain sensitive subjects may be targeted
by security forces for abuse and threats
Paraguay scores 50 on Democracy and Free-
dom, just below the regional average
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PERU

Economic Development Despite its considerable
natural resource endowments, Peru’s economy has
declined over the last three decades Its 1995 per
capita income of US $2,320 was below the aver-
age 1n Laun America and the Cartbbean Thurty
years of misguided policies, economic misman-
agement, and rampant and escalating poliucal vio-
lence took a sertous toll on the economy, leading
to 1ts virtual collapse by 1990 Public finance was
in shambles, and tax collections were less than 5
percent of GDP Hyperinflauon escalated prices
by a factor of 27 mullion over three decades

Since 1990 the government has pursued
bold economic reforms, liberalizing interest and

exchange rates and internauonal capital flows
and establishing the independence of the cen-
tral bank Public monopolies and price controls
have been eliminated, and labor market effi-
ctency and nflation have improved

Peru scores 59 on Economic Performance,
just above the regional average The country
recetves high scores for gross domestic invest-
ment and GDP growth 1n 1990-94 However,
per capita GDP 1n 1995 remained below the
1985 level On Competitiveness Peru’s score,
43, 1s also above the average in Latin America
and the Caribbean, boosted by 1ts government
budget surplus

Country Webs



Social Development and the Environment Peru
has made significant progress 1n 1mproving its
soctal conditions Life expectancy at birth 1s
now sixty-six years, compared with forty-eight
years 1n 1960 Although infant mortality 1s now
less than half the level 1n 1960, the decline has
not been as rapid as 1n the rest of the develop-
ing world Peru’s Health score of 50 1s below the
regional average Primary educatioh 1s nearly
universal, and secondary enrollment 1s relatively
high Teruary enrollment, at 31 percent, is par-
ticularly impressive for a country at Peru’s level
of development Perus Education score, 65,
outperforms the regional average by over 10
pownts Rapid economic growth between 1993
and 1995 helped reduce poverty

Recent logging activities and centuries of
grazing have degraded much of Peru’s land,
threatening soil producuvity and increasing
eroston As a result of economuc decline in the
late 1980s, much of the country’s infrastructure
has become dysfunctional Less than 40 percent
of the country’s population has access to safe
water In 1990 cholera broke out in Peru and
spread by means of poor-quality water Sewage

Peru

treatment facilities are inadequate Peru scores
48 on Environment, the average for the region
Its score 1s boosted by low levels of greenhouse
gas emissions

Democracy and Freedom While Peruvians 1n
principle can change their government democ-
ratically, 1n reality they are ruled by a presiden-
tial-military regime under President Alberto
Fupumor: The 1995 election was essenually a
state-controlled plebiscite 1n which massive
government resources financed Fujimort’s cam-
paign Fujimor: dissolved Congress in 1992 and
has ruled by decree since then The indepen-
dence of the judiciary was seriously under-
mined when 1t was made an arm of the execu-
uve 1 1992 In 1995 the government
implemented an amnesty law that absolves
those who are implicated 1n human rights vio-
lations during the counterinsurgency against
the Shining Path, essentially stripping victums
and their families of legal recourse The media
are largely private, but most journalists practice
self-censorship Peru scores 34 on Democracy
and Freedom, lower than the regional average

of 52
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PHILIPPINES

Economic Development During the 1980s
economuc progress 1n the Philippines generally
lagged behind that in 1ts dynamic Southeast
and East Asian neighbors Two decades of eco-
nomic mismanagement and poliucal excesses
left the country vulnerable to external shocks in
the 1980s The government that took office 1n
1986 wigorously pursued structural reforms
while ensuring increased democracy and partic-
ipation 1n economic recovery The Philippines
1s now in the mudst of an economic recovery
that holds more promuse of sustained growth
than at any time since the debt crsis of the early
1980s Recent agreements to hberalize trade

through free-trade agreements involving the
World Trade Organization and the Association
of Southeast Astan Nations have improved
prospects for manufactured exports Reforms
begun 1 1994 have accelerated economic
growth, which was led by robust expansion of
exports and investment

The Economic Performance score of the
Philippines, 52, 1s the lowest 1n Asia reflectung
1ts slow growth from the mid-1980s through
1994 GDP growth was slow at 1 6 percent
from 1990 o 1994 Growth rates were much
higher 1n 1994 and 1995, averaging more than
5 percent a year The Philippines scores 51 on
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Competitiveness, higher than 1ts peer group
average

Social Development and the Environment Social
indicators are generally good 1n the Philippines
compared with those 1n countries at 1ts level of
development Progress, especially in health,
however, has been slower than in most other
developing countries Income disparities are
large, and poverty remains pervasive, afflicung
35 to 40 percent of the population The Philip-
pines scores 49 in Health, shightly higher than
the regional average

Educational achievements are impressive mn
the Philippines Adult illiteracy 1s esumated at 5
percent Primary school attendance 1s nearly uni-
versal, and secondary enrollment 1s hugh Teruary
enrollment 1s especially high at 27 percent The
Philippines recerves a score of 72 on Education,
the highest in Asia after the Asian NICs

Rapid population growth, urbanization,
and the growth of industry have put pressure on
the nation’s environment Aur and soil pollution
poses tncreasing health hazards, parucularly n

Philippines

urban areas Disposal of industrial and other
toxic wastes has polluted many rivers Illegal
logging and deforestation have destroyed two-
thirds of the indigenous forests in the Philip-
pines The Philippines scores 54 in the environ-
ment vector, just higher than the average in
Asia

Democracy and Freedom Citizens of the Philip-
pines can change their government democrati-
cally, although elections are often marred by vio-
lence and fraud The rule of law 1s weak, and a
wide 1ncome disparity has allowed the economic
elite to wield significant political power Corrup-
tion also weakens governance The judiciary s
independent, but the judicial system s heavily
backlogged and favors politically connected and
wealthy individuals Kidnaping, bank robberies,
the trafficking of Filipino women, and child pros-
titution are serious problems Freedom of religion
1s respected, and workers are free to join unions
The Philippines receives a score of 56 on Democ-
racy and Freedom, much higher than the regional
average of 32
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POLAND

Economic Development Poland has a divers:-
fied economy 1n which industry accounts for 44
percent and agriculture accounts for 7 percent
of GDP Per capita income was estimated at
US $2,800 1n 1995 In 1990 Poland was the
first eastern European nation to embrace bold
market-oriented reform when 1t embarked on a
comprehensive economuc restructuring and pri-
vatization program 1n the mudst of a recession
While output growth averaged only 1 6 percent
between 1990 and 1994, a 7 percent GDP
growth was registered for 1995 Prospects for
sustained 1ncreases tn economic output and per
capita income are good, given the increased

dynamism and diwversity 1n the economy and
confidence on the part of investors Tight fiscal
management and sound macroeconomic poli-
cies are providing a healthy foundauon for
growth

Poland’s Economic Performance score of
39 reflects stagnated growth in incomes and
investment during 1990-94 Poland scores 54
on Competitiveness, above the world average

Social Development and the Environment
Poland’s social development 1s very advanced
for a country at 1ts per capita income level
Infant and child mortality rates are higher than
levels in OECD countries, but other health
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indicators approach those of Poland’s more
prosperous western neighbors Enrollment in
primary and secondary schools s nearly univer-
sal Tertiary enrollment 1s 23 percent Poland
recerves 86 1n Health and 89 1n Education
Poland suffers from severe air pollution,
which 1s a primary cause of respiratory ail-
ments About three-quarters of the nation’s
forests show some damage from air pollution
Water pollution from industrial and municipal
wastes has increased dramatuically over the past
few decades Much of the industry-generated
hazardous waste 1s not properly disposed of
Poland recerves a score of 58 on Environment,
the second lowest in middle-income Europe
Democracy and Freedom Polish citizens have

Poland

the night to change their government democra-
tically Recent parliamentary and presidential
elections were considered free and fair Poland
has a vigorous and independent press Most of
the media are private, however, foreign owner-
ship of newspapers and magazines 1s limited by
law Most fundamental freedoms are respected,
including freedom of expression, of assembly, of
assoctation, and of religion Anti-Semitsm 1s a
continuing problem The judiciary 1s not totally
independent, being prone to political pressure
and influences Free and independent labor
union constitute a strong political force 1n the
country Poland scores 86 on Democracy and
Freedom, well above the average score of 70 1n
middle-income Europe
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PORTUGAL

Economic Development With a per capita
GDP of US $9,320 in 1994, Portugal lags
behind most European Union members 1n eco-
nomic development The economy 1s based on
the princples of free enterprise and private
ownership Since 1986 the country has under-
gone a period of economic transformation and
rapid expansion The state has reprivatized
many of the enterprises seized 1n the aftermath
of the 1974 revolution Portugal experienced a
rapid real GDP growth of 4 percent a year dur-
ing the second half of the 1980s but economic
growth n the 1990s slowed as a result of the
recession that afflicted much of Europe

Portugal’s score of 58 in Economic Perfor-
mance 1s higher than the industrialized country
average, boosted by a high rate of growth 1n per
capita GDP from 1985 to 1994 and strong for-
eign exchange reserves (nearly nine months of
import coverage) Its Competitiveness score,
51, 1s the lowest among industrialized coun-
tries The score 1s hurt by a persistent and high
government deficit and a relatively high infla-
tion rate from 1985 to 1995

Sacial Development and the Environment
Social indicators 1n Portugal are slightly below
those 1n more prosperous industrialized coun-
tries In the health area, maternal and child

Country Webs



mortality rates are relauvely high As many as
10 percent of all births are not attended by
trained health personnel Portugal recetves a
Health score of 90, below the industrialized
country average of 96

Basic education 1s universal, free, and com-
pulsory for nine years Secondary education 1s
not compulsory, and the enrollment ratio 1s low
relaive to that in other European nations
Higher education enrollment 1s only 20 per-
cent As many as 13 percent of all adults were
deemed illiterate 1n 1995 Expenditures on edu-
cation are estimated at about 56 percent of
GDP and about 21 percent of the state budget
Portugal recerves an Education score of 79,
much lower than the industrialized country
average

Portugal’s air pollution problems are caused
mainly by a heavy concentration of traffic and
industry The most serious pollution problems

Portugal

are 1n urban areas and areas close to power sta-
tions and cement plants Most water pollution
occurs 1n coastal areas Portugal scores 71 1n the
environment vector, higher than the average in
industrialized countries

Democracy and Freedom The Portuguese can
change their government through democratic
means Portuguese living at home and abroad
can participate in direct, competitive elections
Freedom of association 1s guaranteed, with the
exception of fascist organizations, which are
prohubited by law All other fundamental free-
doms are protected by law and respected 1n
pracuce The print media are generally free and
independent Workers have the right to strike
and are represented by competing communist
and noncommunist organizations Portugal
recetves a score of 98 on Democracy and Free-
dom, higher than the industrialized country
average of 95
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Economic Development With a per capita
mncome of US $1,270 in 1994, Romania 1s
one of the least developed countries 1n Europe
Unlike some of 1ts eastern European neighbors,
Romania was pootly positioned to face the
challenges of transition from a command-style
economy tnto a market-based system, being
fundamentally inward looking, uncompetitive,
and overindustrialized and having an aging cap-
ttal stock 1n many industries Between 1985
and 1994 per capita income fell at a rate of 4 5
percent a year In 1992 the economy
approached a crisis as output declined by
almost one-third, inflation reached 750 per-

cent, and the current account turned negative
Since 1991 the government has implemented a
number of macroeconomic stabilization pro-
grams and pursued gradual and systematic
structural reforms

Romansa scores 14 on Economic Perfor-
mance, mainly as a result of declining GDP and
negative investment growth from the mid-
1980s through 1993 GDP grew modestly in
both 1994 and 1995 Romania recetves a higher
score of 49 on Competitiveness Its perfor-
mance 15 hurt by a high inflauon rate, which
averaged 62 percent between 1984 and 1994,
and a poor sovereign bond raung Indicators in
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which Romanua are strong compared with other
middle-income European countries include
high domestuc saving, a small government
deficit, and a large proportion of scientists and
engineers 1n 1ts population

Social Development and the Environment
Income distribution 1n Romania 1s more even
than 1n most muddle-tncome developing coun-
tries, which accounts for 1ts good social indica-
tors relative to 1ts 1ncome level However,
poverty increased substantially during the
period of economic downturn and the initial
transition to a market economy Romania
scores 79 on Health Among Health indicators,
the country 1s weak 1n maternal mortality rate
and contraceptive prevalence among women
Romania scores 65 on Education, below the
average 1n middle-income Europe Primary and
secondary enrollment rates are moderate, while
the teruary enrollment level 1s low, at 13 per-
cent The adult literacy rate for Romarnua 1s not
available

Like many of 1ts east European neighbors,

Romania

Romania neglected the environment during
decades of Soviet-style development that
focused on the development of heavy indus-
tries Some of Romania’s industrial areas are
considered to be among the most polluted
places in Europe Romania scores 60 in the
environment vector, just below the average for
middle-income Europe

Democracy and Freedom Romanians in prin-
ciple have the right to elect their government
However, there are signs that the dominant
political party—the Party of Soctal Democracy
in Romania—and the government are seeking
to monopolize power Many elected local and
regional officials from opposition parties were
suspended or forced to resign after the 1992
elections Libel and slander laws limit the free-
dom of the press The judiciary 1s not fully
independent, the parliament can overturn Con-
stitutional Court decisions with a two-thurds
majority  Religious freedom 1s generally
respected Romania scores 50 on Democracy
and Freedom
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RWANDA

Economic Development Rwanda, with a GNP
per capita of US $210 1n 1993, 1s one of the
poorest nations 1n the world The country 1s
landlocked, resource poor, and primarily rural
Over 90 percent of the population derives a
livelthood from agriculture, including the culti-
vation of coffee and tea, which account for 80
percent of Rwanda’s export earnings Since 1990
Rwanda has been torn by a full-scale civil war,
sporadic ethnic violence, and the 1994 genocide
directed against the Tutst minonty and moder-
ate Hutus, which have brought massive eco-
nomic and social dislocation to 1ts population
Real GDP declined 50 percent in 1994 and only

partially recovered in 1995 Rwandd’s economic
conditions stabilized after 1994 with the help of
substantial inflows of external aid, much of
which has been directed at humanirarian efforts

Rwanda receives a very low score of 6 on
Economic Performance because of declining
tncomes and investment associated with the
1994 ethnic conflict It scores 22 on Compets-
uveness, below the average for Africa Its score
1s hurt by a negative saving ratio (69 percent),
a runaway budget deficit, and low levels of
exports and foreign investment

Social Development and the Environment
Rwanda’s social indicators, which used to be
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above average for sub-Saharan Africa, deterio-
rated 1n the late 1980s and worsened 1n 1994
with the escalation of ethnic violence Life
expectancy 1s only forty-nine years The infant
mortality rate 1s high, and 139 out of 1,000
children die before the age of five Maternal
mortality 1s among the highest in the world
Rwanda suffers from the world’s worst AIDS
epidemic, with an estumated one-fifth of the
population testing HIV positive HIV infection
1s growing at a 7 percent annual rate The mc1-
dence of malaria, caused by deteriorating health
conditions, 1s high More than 40 percent of
the adult population 1s illiterate Primary and
secondary enrollment ratios are low, and
dropout rates are high Rwanda scores 14 on
Health and 24 on Education

Environmental problems in Rwanda have
been exacerbated by the 1994 civil war and the
displacement of populations and refugees
Political instability and civil strife have aggra-
vated pervasive problems of deforestation, land
degradation, cultivation of marginal lands, and
limited accessibility to safe water Rwanda

Rwanda

scores 58 in the environment vector, a high
score relative to the extent of environmental
destruction caused by the war, mainly because
of low reported levels of greenhouse gases asso-
ciated with low levels of economic activity
Democracy and Freedom The Rwandan gov-
ernment was not elected democratically The
current Tutsi-led government took power by
force 1n 1994 Although political parties exust,
two Hutu-dominated parties closely identified
with the 1994 massacres have been banned
Many parts of the country, particularly areas
affected by incursions from Hutu extremusts
based 1in Congo, are stll very msecure Hun-
dreds of thousands of Hutu refugees continue
to languish along the county’s border
Television and radio are state controlled,
while independent newspapers practice
restraint when reporting on the government
Rwandans are struggling to idenufy the proper
role of the media During the genocide, jour-
nalists were both the targets of attacks and
important tnstigators of anu-Tuts1 violence
Rwanda scores 0 on Democracy and Freedom

Country Webs



@
RS
s
©
&
=
€
=
@
)
]
=L
oo
3
i
=2

SAUDI ARABIA

Economic
Performance
Economic Democracy &
Performance 38 23 Freedom Competitiveness
Competitiveness aa 46
Health 55 60
Environment Health
Education 51 62
Environment kL 52
Education
Democracy & 0 18 Waximum Highest () Gountry  +7_ 4 World
Freedom Achievabie Score Score * Average
Scare (100) Achieved

SAUDI ARABIA

Economic Deveiopment Saud: Arabia 1s an
upper-middle-income country with an esu-
mated per capita GNP of US $7,050 1n 1994
The o1l sector strongly dominates the economy
Saudi Arabia has the richest o1l reserves 1n the
world and 1s one of the largest exporters of
petroleum Earnings from hydrocarbons gener-
ate over 90 percent of export revenues, 70 per-
cent of government revenues and 40 percent of
GDP Most of the nonoil sector has been
dependent on oil-derved government revenues
for support

In the economic performance vector, Saudi
Arabia has a comparatvely low score of 38

because of a decline 1n real per capita income
from the mid-1980s to the early 1990s GDP
growth was slow, 19 percent, over the
1990-94 period On Competitiveness Sauds
Arabia recerves a much higher score of 80,
owing to 1ts high saving rate, low inflation,
high ratio of exports to GDP, and high-quality
infrastructure

Soctal Development and the Environment Over-
all, social indicators 1in Saudi Arabia are worse
than those 1n countries at comparable income
levels Maternal and infant mortality rates are
relatively high The ferulity rate 1s high at 6 2
children per woman An esumated 37 percent
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of all adults are illiterate, a level more often seen
in less developed countries Primary, secondary,
and tertiary enrollment levels are all low Gen-
der disparity 1n education 1s particularly serious
School enrollment for females 1s significantly
lower than that for males, and almost half of
adult females are illiterate Saud1 Arabia scores
55 on Health and 51 on Education, both of
which are below the Middle East averages

The major environmental problems in
Saud: Arabia are air pollution 1n the urban
areas, coastal pollution, water depletion, and
deserufication Heavy o1l tanker traffic in the
Perstan Gulf and spillage from a large number
of coastal refineries have resulted 1in many oil
slicks Water 1s pumped from aquifers at rates
faster than 1t can be replemished More than a
quarter of the rural population has no access to
safe water Saudi Arabia scores 35 in the envi-
ronment vector, the lowest score in the Middle
East

Saudi Arabia

Democracy and Freedom The Saud: govern-
ment 1s not democratically elected Political
parties are illegal, and there are no elections for
any government positions The country’s poli-
ctes are set by King Fahd, who 1ssues execuuve
decrees and wields power over the judicial sys-
tem Radio and TV are state controlled, and
independent newspapers are highly controlled
by the government and practice self-censorship
Citizens cannot criticize the royal famuily, the
government, or Islam The country’s legal sys-
tem 1s 1n strict accordance with Islamic law
Discrimination on the basts of sex 1s widely
practiced Women cannot be with unrelated
men at work, 1n schools, or 1n other public
places Morals police enforce a strict dress and
behavioral code, partcularly for women
Authorities continue to crack down on a largely
nonviolent but radical Islamic fundamentalist
opposition Saudi Arabia scores 0 on Democ-
racy and Freedom
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SENEGAL

Economic Development Senegal’s economy is
predominantly rural and highly vulnerable to cli-
matc varations and commodity price fluctua-
tions Its per capita income in 1995 was esimated
at US $570 About 40 percent of the culavated
land 1n Senegal 1s used to grow peanuts, an impor-
tant export crop Mimng 1s domunated by the
extraction of phosphate, but production has fal-
tered 1n recent years as a result of the worldwide
decline 1n demand for fertilizers The modern sec-
tor includes industrial fishing, chemical industries,
manufacturing, and tourism

Misguided economic policies, poor public
resource management, and efficient indus-

tries all contributed to the country’s economic
downturn and balance-of-payment difficulues
in the early 1990s The government has since
undertaken a series of economic reform and
structural adjustment efforts

Senegal recetves a low score of 10 on Eco-
nomic Performance as a result of declining per
capita income from 1ts level in the mud-1980s,
lack of economic growth, and negatve 1nvest-
ment growth from 1990 to 1994 Senegal did
better 1n the competitiveness vector, scoring 40
Its score 1s boosted by a high ratio of exports to
GDP and a low average inflation rate of 3 per-
cent between 1984 and 1994
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Social Development and the Environment Sene-
gal’s soctal indicators are generally below the
average in sub-Saharan Africa Life expectancy
1s low at fifty years Maternal mortality exceeds
1 percent, and over 10 percent of all children
do not survive past age five The ferulity rate 1s
high, averaging 59 children per woman In
recent years health care resources have shifted
from urban-based hospitals to rural health cen-
ters Close to two-thirds of all adults are illiter-
ate Primary enrollment in 1992 was about 60
percent Secondary enrollment was very low at
16 percent Senegal scores 15 on Health and 13
on Education, both of which are below the
regional averages

Senegal’s main environmental problems are
deforestation and soil degradation, much of
which 1s attributed to the excessive harvesting
of wood for fuel, overgrazing, and cultivation of
marginal land Poaching and overharvesting of

Senegal

birds and game are also rampant Access to safe
water 1s tnadequate, especially in rural areas
Senegal recerves a score of 45 in the environ-
ment vector, just below the Africa regional aver-
age of 48

Democracy and Freedom The Socialist Party,
which has been 1n power for the past three
decades, has impeded the formation of a true
opposttion force tn Senegal, though elections
are regularly held The press 1s independent,
and freedom of expression 1s respected Permit
requirements have restricted freedom of assem-
bly, and public marches have been under seri-
ous government control since riots broke out 1n
February 1994 Low pay and short terms for
judges make the technically independent jud:-
crary sensitive to pressure A lack of resources
has seriously affected the administration of jus-
tice Senegal scores 38 on Democracy and Free-
dom, just above the Africa average of 34
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SIERRA LEONE

Economic Development Despite 1ts vast nat-
ural endowments—minerals, ferule and varied
sol, and nch fisheries—Sierra Leone remains
one of the poorest countries 1n the world, with
a per capita GDP of US $150 in 1994 Its
economy 1s predominantly agrcultural, and
farming 1s mostly labor intensive Coffee and
cocoa are the traditional agricultural exports
The mining sector accounts for nearly 20 per-
cent of GDP and 1s the most important source
of foreign exchange earnings

Two decades of musmanagement left the
economy unprepared for external shocks and
deteriorating terms of trade in the 1980s In 1989

the government embarked on an economic recov-
ery program that combined strict fiscal discipline
with structural reform However, widespread eco-
nomic disruption caused by attacks from rebel
forces since 1991 reforms have prevented the
desired growth and recovery An esumated 2 mul-
lion people have been displaced by the cvil war

Sierra Leone recewves an Economic Perfor-
mance score of 20 and a Compeutiveness score
of 27 both of which are below average in
Africa The poor scores reflect declining per
capita incomes and high inflation rates berween
1984 and 1994 and low rates of investment and
export growth
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Social Development and the Environment Socal
indicators 1n Sierra Leone are among the worst
in the world Over two-thirds of the population
lives 1n absolute poverty Mortality rates for
infants, children under five, and mothers are
the highest in the world, and life expectancy at
birth (forty years) and primary school enroll-
ment are among the lowest Adult illiteracy 1s
estumated at 69 percent for the adult popula-
tion and 90 percent for female adults Sec-
ondary enrollment 1s very low at 17 percent
Sterra Leone scores 3 on Health and 0 on Edu-
catton, among the lowest in Africa

Deforestation 1s an increasing problem 1n
Sterra Leone Little of s forest land 1s pro-
tected Sierra Leone has lost about 85 percent of
1ts wildlife habitats, threatening some species
with extinction Only 20 percent of 1ts rural

Szerra Leone

population has access to a safe water supply
Sierra Leone scores 37 on Environment, lower
than the reglonal average of 48

Democracy and Freedom Citizens of Sierra
Leone do not have the right to choose their
government freely For several years the country
has been ravaged by war between the military-
dominated government and the rebel Revolu-
tionary United Front, resultung in starvation,
disease, and massive human nights violations
against 1ts citizens Amnesty International
reported that the conflict has developed into a
campaign of terror aimed at unarmed civilians,
who have been captured, tortured, and deliber-
ately and arbiranly killed (Kaplan, 1996, p
415) Sierra Leone recewves 0 for Democracy
and Freedom, compared with the Africa average

of 34
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SINGAPORE

Economic Development Singapore 1s one of
the world’s most prosperous and competitive
economies With a per capita GNP of US
$22,500 1n 1994, 1t has one of the world’s high-
est standards of living It has an open, entrepre-
neurtal economy with strong service and manu-
facturing sectors and excellent support
infrastructure and trading links derived from its
entrepot history Singapore attracts substantial
inflows of foreign direct investment i the
chemicals, plastics, petrochemucal, electronics,
and information technology industries

Singapore’s Economic Performance score
(95) ties with Hong Kong’s as the highest 1n the

world Singapore has strong indicators in all
Economic Performance categories, including
average annual growth in 1990-94 (8 3 per-
cent), annual growth of exports mn 1990-94
(12 3 percent), and per capita GDP growth 1n
1985~94 (6 percent) In Compeutuveness Sin-
gapore ranks first in the world at 94, with
strong scores on all indicators

Social Development and the Environment Social
development 1n Singapore 1s comparable to lev-
els in OECD countries Life expectancy 1s hugh
at seventy-five years Singapore scores 96 on
Health, the highest among the Asian NICs

Singapore recetves a lower score of 80 on Edu-
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catton Primary education 1s universal, and the
literacy rate and secondary enrollment ratio are
shightly below the levels in OECD countries
As the most densely populated country in
the world, Singapore’s environmental problems
are caused by congestion, urbamizauon, and
industrial development The city’s rapid growth
has brought congestion, air and noise pollution,
and waste disposal problems The proximity of
residential areas to industrial operations exacer-
bates the effects of industrial pollution Singa-
pore scores 49 on Environment, 1n line with the
average for Asia and for the Asian NICs
Democracy and Freedom The government of
Singapore 1s technically freely elected, although
the ruling People’s Action Party has maintained
supremacy through a series of media regulations,

Singapore

electoral law advantages, discriminatory use of
security measures, and intimidation of oppost-
tion figures Presidenual candidates are required
to have held one of several senior public offices
or to have run a company with patd-up capital
of over $62 5 mullion, resulting 1n a pool of only
400 catizens eligible to run for president 1n a
country of 3 mullion people The judiciary 1s
subject to executive pressures The media are
strongly controlled The majority of TV chan-
nels and radio stations are state run, while the
crrculation of major international publications 1s
restricted because of their critical reporting of
the government Public assemblies of more than
five people require government authorization
Singapore scores 23 on Democracy and Free-
dom, the lowest among the Astan NICs
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SOUTH AFRICGA

Economic Development South Africa 1s one of
the most prosperous countries 1n sub-Saharan
Africa, with a per capita GDP of over US
$3,000 i 1994 It enjoys many economic
assets, including abundant minerals and natural
resources, a modern industrial sector, an
advanced infrastructure, and well-developed
capttal markets In the past the government
maintained substantial control over the econ-
omy The government has recently undertaken
a number of economic liberalization measures
such as tanff reform and the liberalization of
foreign exchange controls The country has also
strongly benefited from the relaxauon of eco-

nomuic and trade sanctions imposed upon South
Africa during the apartheid years

In the economic performance area, South
Africa recewves a very low score of 26 due to a
declining GDP per capita between 1985 and
1994, negauve GDP growth, and slow 1nvest-
ment and export growth 1 the early 1990s On
Competitiveness South Africa receives a low
score of 30 Its weakest Competitiveness indica-
tors are 1ts level of foreign direct investment per-
sistently high government deficits double-digit
inflation rates, and a poor sovereign risk rating

Social Development and the Environment South
Africa has some of sub-Saharan Africas best
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soctal indicators However, poverty 1s wide-
spread 1n thus racially polarized society, and the
disparity between the incomes of the white and
black populations 1s very wide These conds-
tions are reflected 1n the country’s social indica-
tors, which are less favorable than those of other
countries at simuilar levels of development The
soctal service infrastructure 1s poor 1n the rural
areas and shantytowns Rapid growth in the
number of HIV infections is a sertous health
problem An esumated 18 percent of the popu-
lation ss illiterate Although primary enrollment
1s nearly universal, only 71 percent of children
complete at least grade five Tertiary educauon
enrollment levels are low South Africa recerves
42 1n Health and 58 in Education

South Africas environment and natural
resources are threatened by land-use and eco-
nomic development policies In the eastern
regions, where coal-fired power stations are
located, stagnant air masses allow pollution to

South Africa

butld to extremely high levels, causing severe
acid rain As demand increases, water supply
and quality are becoming concerns South
Africa receives a score of 43 on Environment,
below the average for Africa

Demacracy and Freedom South Africans
from all racial backgrounds are now eligible to
choose their government After decades of
apartherd and denial of political rights for 1ts
nonwhite citizens, democratic process and
institutions are tahing hold in the country A
new constitution drafted in 1996 guarantees
human rnights and equality under the law for all
citizens The judicial power closely guards the
constitutionality of all laws and decrees How-
ever, South Africa will suffer the effects of
apartheid for years, with vast income dispari-
ties between whites and others translatung into
far different standards of living South Africa
scores 84 on Democracy and Freedom, among

the highest 1n Africa
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SPAIN

Economic Development Spain joined the
European Union 1n 1986, consequently expos-
ing the country’s economy to increased compe-
ution that resulted 1n an 1ncrease in overall eco-
nomic effictency However, 1n 1992 Spain fell
into a deep recession from which 1t sull has not
recovered Between 1990 and 1994, GDP
growth was sluggish at 0 7 percent a year, and
gross domestic investment declined at over 5
percent a year By mid-1997, Spain’s unemploy-
ment rate was 22 percent, the highest in the
European Union

On Economic Performance Spain recerves a

scote of 53, higher than the industrialized

country average Its score 1s boosted by rapid
export growth and a healthy level of foreign
exchange reserves On Competitiveness Spain
recerves a score of 58, much lower than the
industrialized country average of 70 Its Com-
petitiveness score 1s hurt by a persistent govern-
ment deficit (averaging 4 percent of GDP), a
low ratio of exports to GDP, and less developed
infrastructure relative to other western Euro-
pean countries

Social Development and the Environment Social
indicators 1n Spain are 1n line with the levels in
other industrialized countries The Spanish
education system 1s sumilar to that in the rest of
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western Europe Primary education, which cov-
ers ages six through twelve, 1s compulsory and
free of charge Compulsory secondary educa-
tion spans four years unul age sixteen State
schools are free up to the university level Pri-
vate primary and secondary schools meeting
certain conditions may receive government
funding Teruiary enrollment in Spain 1s high at
44 percent Spain recetves a perfect score of 100
on Education On Health Spain scores 93,
which 1s below the industrialized country aver-
age Its Health score 1s hurt by a low prevalence
of contraceptive use among women (59 per-
cent) relatuve to the level 1n the rest of western
Europe

Spain’s major cities suffer from high levels
of air pollutton Poor sewage and water treat-
ment facilities as well as offshore o1l and gas
production have contributed to the pollution 1n

Spain

the Mediterranean Spain still lags behind many
of 1ts European neighbors in its wastewater
treatment faciliies Spatn scores 68 on Enwvi-
ronment, higher than the average for industrial-
1zed countries

Democracy and Freedom Spain has regular
elections 1n which citizens elect their govern-
ment The fundamental freedoms of speech,
assoctation, and collective bargamning are con-
stitutionally guaranteed The Spanish media are
free, although the state-controlled TV staton 1s
often charged with progovernment bias As of
1978 Roman Catholicism 1s no longer the offi-
cial state religion There are complaints of dis-
crimination against munoriues, partcularly
immugrants There are no anudiscrimination
laws Spain receives a score of 84 on Democracy
and Freedom, lower than the industrialized
country average of 95
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SRI LA

Economic Development With a per capita
GDP of US $690 in 1995, Srt Lanka ranks
among the low-income developing nations Sr1
Lanka’s per capita GDP growth of 3 percent a
year since 1960, which 1s below the potential
afforded by 1ts strong natural resource endow-
ments, can be attributed to a long history of
ethnic conflict, political unrest, and inconsis-
tent economic polictes In 1995 widespread
violence broke out between government forces
and Tamuil separatists exacting a heavy toll on
the economy Rusing defense expenditures and
interest on the public debt have resulted in fis-
cal imbalances as well an underfunding of pub-
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lic investment and inadequate maintenance of
faciliies The high 1nterest rates induced by the
large fiscal deficit have also crowded out private
investment, reducing economic growth and
employment opportunities

Sr1 Lanka receives a high score of 80 on
Economic Performance as a result of very
strong 1ndicators that include per capita GDP
growth, gross investment growth, export
growth and a healthy level of foreign exchange
reserves until the end of 1994 On Competi-
uveness Sr1 Lanka scores much lower at 34 well
below the Asian average, because of a large and
persistent government deficit averaging 7 per-
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cent over 1991-94, high inflation rate of 11
percent in 1984-94, and poor infrastructure
compared with that 1n the rest of Asia

Social Development and the Environment The
Sr1 Lankan government’s solid commitment to
improving social conditions 1s demonstrated 1n
the country’s very impressive social indicators,
which match those of higher-income
economies Life expectancy at birth 1s now sev-
enty-two years, and infant and child mortality
rates are very low for a country at Sri Lanka’s
income level The illiteracy rate 1s under 10 per-
cent, and primary education 1s nearly universal
Primary completion rates are huigh Sri Lanka
has also made significant progress in reducing
poverty, although 22 percent of households are
stll below the poverty line Sr1 Lanka scores 74
on Health, the highest score 1n Asia after the
NICs On Education a score of 56 keeps St
Lanka above the Asia average

Industrial discharge and improper sewage
disposal have caused severe water pollution
problems in Srt Lanka More than two-thirds of
the population has no access to safe water
Other environmental problems in the country

Sri Lanka

include deforestation, coastal pollution and
degradation, and wildlife destruction Sr1 Lanka
scores 58 on Environment, higher than the
Asian average of 49, mainly as a result of low
levels of greenhouse gas emissions

Democracy and Freedom Sri1 Lankans are
able to choose theirr government through
democratic means However, the country
continues to be ravaged by a long civil con-
flict waged by the Tamil minority The war
has created approximately 700,000 refugees,
of which only 19,000 were eligible to vote in
the 1994 parliamentary elections Both the
army and the Tamil guerrilla forces are
responsible for massive human nights viola-
tions against unarmed civihans A state of
emergency remains in effect in Colombo, the
capital, allowing the government to detain
suspects indefinitely without trial Citizens
enjoy freedom of assembly and rehgion
Among the most serious problems affecting
the country are violence against women and
child prosutution Sri Lanka scores 38 on
Democracy and Freedom, higher than the
regional average of 32
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SWEDEN

Economic Development Sweden has achieved
a very high standard of living, with a per capita
GNP of US $23,530 1n 1994 The country
has a system of high-tech capitalism combined
with extensive welfare benefits Sweden’s assets
include modern infrastructure, an excellent
communications system, and a highly skilled
work force Timber, hydropower, and 1ron ore
constitute the natural resource base of the econ-
omy Untl recently, Sweden had the highest
marginal personal income tax rate in the world,
at 98 percent The top margmal rate was
recently reduced to 50 percent—sull high by
world standards In the early 1990s the econ-

omy fell into deep recession, and GDP declined
1 percent annually from 1990 to 1994
Sweden’s Economic Performance score of
26 1s the lowest for an industrialized country Its
score 1s hurt by stagnated per capita income
since 1985 and sluggish growth 1n gross domes-
tic investment and exports On Competitive-
ness Sweden scores 58, one of the lowest among
industrialized countries Most of 1ts indicators
are close to the world average but below the
industrialized country average Sweden 1s strong
in the concentration of scientists, engineers,
and technicians 1n the population, foreign

exchange freedom, and quality and breadth of
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infrastructure Its Competitiveness score 1s hurt
by a large and persistent fiscal deficit, which
averaged 11 percent of GDP 1n 1991-94

Social Development and the Environment The
combination of very high income, a generous
welfare system, and comprehensive public health
benefits has earned Sweden the best social indica-
tors 1n the world Life expectancy at burth 1s sev-
enty-eight years, and illiteracy 1s practically
nonexistent Sweden recerves perfect scores of
100 1n both the education and the health vectors

Free, compulsory educatuon spans nine
years starting at age seven About 98 percent of
students attend secondary school thereafter
Participation 1n tertiary education 1s very high
at about 40 percent Public expenditures for
education amount to 5 4 percent of the coun-
try’s GDP, a figure comparable to that of other
European countries

Health care has long been regarded as an
important part of the Swedish welfare system
Equal access to health care 15 regarded as a fun-
damental right, and Sweden developed a health
care delivery system with district physicians
more than 300 years ago Total expenditures on
health care in Sweden account for almost 9 per-
cent of GDP, the fourth highest among 1ndus-
trialized nations and above the OECD average

Sweden

The Swedish seeks to conserve 1ts environ-
ment through an ambitious environmental pro-
gram It has already reduced 1ts source of acid
ramn significantly Currently over 80 percent of
the nation’s sulphur 1n acid deposition comes
from nearby countries, particularly Poland and
Germany Sweden’s wastewater treatment facili-
ties are advanced and extensive, serving over 90
percent of 1ts population Sulfur dioxide emus-
sions are now among the lowest 1n Europe
Sweden scores 73 on Environment, one of the
highest scores 1n the world

Democracy and Freedom Swedish citizens are
free to choose their government through
democratic means Citizens vote every three
years 1n national elections All fundamental
freedoms and rights are guaranteed and
enforced A recent national debate has cen-
tered on questions regarding freedom of
expresston and incitement to racism and racial
violence A new consutution changed the role
of the king, whose functions are now ceremo-
ntal Sweden grants the Lappic minority sig-
nificant power over 1ts own educational and
cultural matters Parliament 1s composed of
largely the same number of men and women
Sweden receives a perfect score of 100 on
Democracy and Freedom
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SWITZERLAND

Economic Development Switzerland’s eco-
nomic performance has been characterized by
high per capita income, low inflauon, low
unemployment, and relatvely slow economic
growth over 1991-95 Switzerland has several
industries that are considered world class 1n
quality, including banking, watch manufactur-
ing, pharmaceuticals, chemicals, chocolate
manufacturing, and tourtsm The traditional
neutrality of the country has made 1t a favorite
site for internauonal conventions and the nego-
uation of peace accords and international agree-
ments It 1s the seat of the World Trade Organi-
zatton and other United Nations agencies

In recent years Switzerland has registered
only modest economic growth On Economic
Performance 1t earns a score of only 38 The
country has experienced slow output growth, a
decline mn 1nvestment growth, and slow growth
in exports The only Economic Performance
indicator on which 1t scores well 1s the ratio of
M2 to GDP, owing to 1ts deep and well-devel-
oped capital markets On Competitiveness
Switzerland has a very high overall score of 83
The score 1s boosted by a high national saving
rate, an excellent sovereign bond ranng low
inflaion, freedom of foreign exchange, and the
quality and breadth of infrastructure
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Social Development and the Environment
Switzerland’s social indicators reflect 1ts status as
an advanced, high-income country Publicly
funded compulsory education spans nine years
starting from the age of six An unusual charac-
teristic of the Swiss educational system 1s the
diversity of languages that can be used as the
medium of instruction Public expenditures for
education amount to 5 4 percent of the coun-
try’s GDP, a figure in line with other western
European countries Switzerland scores 92 on
Education, below the industrialized country
average, as a result of shightly lower enrollment
levels at the secondary and tertiary levels

Under Switzerland’s constitution, public
health 1s the general responsibility of the can-
tons, while heath 1nsurance s a federal respon-
sibility Health insurance is optional, with
nearly 99 percent of the population receiving
coverage Switzerland’s Health indicators are
excellent, and 1t scores 97 1n the health vector

Vehicular emissions are the main source of

Switzerland

arr polluton in Switzerland To combat the
problem, the country has established much
stricter emissions standards than required by the
European Community Switzerland boasts
extensive municipal wastewater treatment facili-
ties, which serve about 90 percent of the popula-
tion Switzerland scores 73 on Environment, tied
with Sweden as the highest score worldwide
Democracy and Freedom Swiss citizens can
change their government democratically Citi-
zens have the power to call for federal plebiscites
and miuate consututional amendments, and
they frequently use 1t Fundamental freedoms
are guaranteed and respected The judiciary 1s
free and independent While some barriers to
women’s soctal and political advancement per-
sist, women have had equal access to elected
office under the cantonal system (designed to
preserve localities’ linguistic and cultural her-
itage) since 1990 Switzerland scores 100 1n the
democracy and freedom vector, higher than the
industrialized country average of 95
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TANZANIA

Economic Development With a per capita
mncome of US $130 in 1995, Tanzania 1s one
of the poorest countries in the world The econ-
omy 1s predominantly agricultural The main
crops are coffee, cotton, tea, cashew nuts, sisal,
maize, rice, wheat, cassava, and tobacco Tanza-
nia has a small manufacturing sector and a rel-
attvely underdeveloped mining sector Tourism
has become an increasingly important source of
foreign exchange earnings

Since 1986 the government of Tanzania has
embarked on a sertes of economic reforms
aimed at reducing state control in the economy
and promoting private sector expansion

Reform efforts have led to the elimination of
restrictions on agricultural markeung and
exports, the liberalizanon of trade and exchange
regimes, and the dismantling of price controls
and state monopolies The financial sector 1s
NOwW open to private sector participation
Tanzania scores 32 on Economic Perfor-
mance, higher than the Africa average but
below the world average While 1ts economy
responded posiuvely to the reforms, as shown
by an annual growth rate of 4 percent over
1984-94, Tanzania’s score 1s hurt by the fact
that per capita income grew at a rate of under 1
percent during this period as a result of very
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rapid population growth Tanzania receives a
low Competitiveness score of 19 It 1s particu-
larly weak 1n such indicators as inflation rate,
saving rate, foreign exchange freedom, and
infrastructure

Social Development and the Environment Low
per capita income, slow output growth, and
rapid population expansion have hurt Tanza-
nia’s social performance Poverty 1s widespread
Life expectancy 1s low at fifty-one years, and the
fertlity rate 1s high at 5 8 children per woman
Tanzania has some of the worst child mortality
and health indicators 1n the world as well as one
of the highest rates of HIV infection Tanzania
recetves only 17 in Health, lower than the
Africa average

Primary school enrollment 1s at 70 percent,
while secondary enrollment 1s very low at 5 per-
cent The government has made poverty reduc-
tion its development priority and seeks to
address 1t by improving the quality of and
access to basic education as well as overall ser-
vice delivery Tanzania’s Education score, 25, 1s
in line with the regional average

Forested areas cover half the country How-

lanzania

ever, accelerating deforestation threatens to wipe
out all of its forests 1n the next one hundred
years The expansion of agriculture into and and
semiarid regions 1s causing desertificauion and
soil degradation Destructive fishing methods,
espectally the use of dynamuite, are diminishing
the country’s marine resources, including coral
reefs Tanzania scores 57 on Environment, com-
pared with the Africa average of 48

Democracy and Freedom Citizens of Tanzana
are able to participate in elections to choose
their government, but these have been marred
by irregularities The ruling party has unfairly
used 1ts power over state media and government
resources to gain popular support Since the
establishment of a muluparty system 1n 1992,
the media have become significantly freer and
the judiciary has grown more independent
Fundamental freedoms, such as the constitu-
tionally guaranteed freedom of assembly, are
often restricted Workers' nights to organize,
enter trade unions of their choice and strike are
restricted Tanzania recerves a score of 25 on
Democracy and Freedom, lower than the Africa
average of 34
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THAILAND

Economic Development Thailand, with 1ts
rapid economic expansion over the past three
decades, has often been regarded as one of the
upcoming Astan NICs Real per capita income
growth has been positive and has averaged
almost 4 percent every year since 1960 During
thus period Thailand’s economy has been trans-
formed from traditional, heavily dependent on
agriculture and natural resources, to diverse,
with competitive export sectors especially 1n
manufactured products The performance of
the Thai economy has been particularly impres-
sive since the mid-1980s following reforms
undertaken 1n the early 1980s Between 1987

and 1990, real GDP growth was among the
highest i the world, averaging almost 12 per-
cent a year Despite the recession 1n the coun-
try’s main export markets in industrial countries
and 1ts own domestic political uncertaintes,
Thailand’s economy continued to expand at an
8 percent rate over 1991-94

Thailand recerves a high Economic Perfor-
mance score of 91, which ranks it fourth 1n Asia
and 1n the world It scores 76 on Competitive-
ness, the fourth highest in Asia, after Hong
Kong, Malaysia and Singapore Its strong Com-
peutiveness 1ndicators include a high saving
rate, a high export to GDP ratio, government
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surpluses, low inflation, and a relatvely free for-
eign exchange environment

Social Development and the Environment Social
indicators 1n Thailand have improved signifi-
cantly as rapid rises in per capita income have
expanded employment opportunities and
reduced the incidence of poverty However, there
1s evidence that income inequality has increased
since the late 1980s as a result of the disparity in
wages between the tradition and nontraditional
sectors Life expectancy 1s now sixty-nine years
Child survival and health indicators are mostly
in the middle range A major health concern 1s
the rapid nise in HIV infections Overall, Thai-
land scores 61 on Health, higher than the Asia
average Thailand also receives an above-average
score, 53, on Education, reflecting its low level of
adult dliteracy and a relauvely high primary
school enrollment rate

Thailand’s major environmental issues are
deforestation and urban environmental pollu-
tion Its natural forest has been rapidly dimin-

Thailand

ished by intense illegal logging and encroach-
ment by farmers In urban areas, especially in
Bangkok, industrial pollution, air pollution,
inadequate sewage facilities, and traffic conges-
tion are sertous problems About one-third of
Thailand’s urban population has no access to
safe water, more than the proportion 1n rural
areas Thailand scores 39 on Environment,
among the lowest scores 1n Asia

Democracy and Freedom Thai citizens choose
their government through elections However,
elections are often affected by such irregularities
as vote buying Government corruption 1s wide-
spread and affects even the judiciary The mili-
tary has a great deal of influence over policy The
press s largely free but refrains from criticizing
the military Defaming the monarchy, advocat-
1ng a communist government, and engaging in
inflammatory speech are illegal Private sector
workers may join independent unions Thailand
scores 45 on Democracy and Freedom, higher
than the regional average of 32
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T0GO

TOGO

Economic Development Togo, with a per
capita income of US $310 1n 1995, 1s a low-
income developing country Its predominantly
agricultural  economy has  traditionally
depended on the production and export of pri-
mary commodities, primarily phosphates and
cotton In the 1980s, bolstered by the success of
a stabilization and adjustment program 1n liber-
alizing 1ts economy and improving efficiency,
Togo’s economy was one of the fastest growing
in western Africa despite an unfavorable exter-
nal environment However, the economy stalled
mn 1991 amud a protracted period of political
instability and a nine-month strike As a result

of improvements in political and security con-
ditions as well as increased competitiveness
brought by the CFA franc devaluation, brisk
growth returned 1n 1994

Togo recerves a very low Economic Perfor-
mance score of 8 because of poor growth indi-
cators between 1990 and 1994 National out-
put, gross domestic investment, and exports all
declined during this period Togo scores higher
on Compeutiveness at 30, just above the Africa
average Its score 1s boosted by a low inflation
rate and a moderate ratio of exports to GDP
but 1s hurt by low saving and low levels of for-
eign direct mvestment
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Social Development and the Environment Togo's
soctal indicators are average for sub-Saharan
Africa The economic crsis 1n the early 1990s
signtficantly increased the incidence of poverty,
partcularly in the urban areas The majority of
the poor are subsistence farmers Mortality and
child health and survival indicators are poor
The fertility rate 1s high at 64 chidren per
woman Rapid population growth is straining
Togo’s already poor social service infrastructure
Female-headed households are among the most
vulnerable to poverty because of their relatively
restricted access to land, credit, and education
Close to half of the adult population 1s iliterate,
and the rate of illiteracy among female adults 15
much higher Primary school enrollment
exceeds 100 percent for the age group because of
high repeat rates, while secondary and tertiary
enrollment rates are low Togo scores 23 on
Health and 27 on Educauon, both of which are
just higher than the regional averages

Togo suffers from problems of deforesta-
tion, soil degradation, and erosion Natural
forests have been cleared for grazing, and tradi-
tional slash-and-burn farming exacerbates ero-

Togo

ston Close to one-third of the population does
not have access to safe drinking water Togo
scores 63 1n the environment vector, a relatively
high score 1n Africa, as a result of low levels of
greenhouse gas emissions assoctated with mini-
mal industrial activity

Demacracy and Freedom In theory citizens of
Togo are able to elect their government How-
ever, electoral fraud 1s pervasive President
Gnassingbe Eyadema wields almost unre-
strained power The opposition won the 1994
legislative election despite voung irregularities
but has little real power Legal procedures are
generally respected, although the police and
armed forces operate without restraint against
opponents of the government Journalists and
editors of independent newspapers are often
harassed by security forces Freedom of religion
1s respected, but the right of assembly 1s
ignored Discrimination on the basis of ethnic-
ity 1s widespread, with most power concen-
trated on a few ethnic groups from the north
Togo receives a score of 13 1n the democracy
and freedom vector, below the regional average

of 34
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TUNISIA

Economic Development In the mid-1980s
Tunisia abandoned 1its three-decade-old eco-
nomic strategy of relying on large public enter-
prises and strict state control 1n favor of a mar-
ket-based system 